MAY, 1928 


Published in Two Sections—Section One 


~ 


| | CAN Ss 
Association 
> 
| B fe 
1°22 
| 


A KEY-BUTTON OPERATED 
CHECK WRITER AT A 
REASONABLE PRICE 


Series 600 
F@E 


LIGHTNING 
CHECK WRITER 


NAY 


BUILT TO LAST A BUSINESS LIFETIME 


We are the originators of the Arabic numeral Amount-Line imprint on checks. 


THE HEDMAN MANUFACTURING COMPANY <THE HEDMAN 


MFG. co. 
a? 1158 Center Street 


1158 Center Street Chicigos 


CHICAGO 


Gentlemen: 


a?” Please mail us full descriptive literature 
# and price of your new Key-Button F &E Light- 
oon ning Check Writer, without obligation to us. 


ADDRESS. 


4 
\ 
| 
\\ 
| \ 
\ N 
| 
ORIGINAL RECORDED 
< AGNINST 1.959 CHECKS 
gy Tht FIDELITY AND CASUALTY 
COMPANY gt HEM yor 
THE EDMAN Co. 
= 
= 
& 
Rolls inked > 
4 
— 


The Fool and His Money 


By HARPER LEECH 


The Gambling Fever Again Is Sweeping the Country and the 
Daily Turnover of Games of Chance That Were Once Believed 


to Be Surely Curbed Is Estimated at $20,000,000. 


Not in Legislation. Possibly Education May Come to Rescue. 


AMBLERS believe that they are 
in the biggest “business” in which 
mankind is engaged. 

It is hardly possible that this 
is true of any social entity outside of the 
principality of Monaco, or that it was ever 
true elsewhere except in an occasional 
mining camp or ephemeral boom commu- 
nity, but, on the other hand, the average 
citizen and the economist have usually under- 
estimated the volume of gambling turnover. 

Naturally the matter is incapable of close 
statistical analysis. The subject has rarely 
been investigated except as a feature of 
political propaganda. 

Occasionally a virulent outbreak of open 
and notorious gambling, as in Chicago, re- 
veals closely estimated turnovers of millions 
ot dollars daily, but the quiet steady drain 
upon the earnings and savings of the people 
which goes on year in and year out, when 
open gambling is suppressed and the entire 
“industry” is clandestine, escapes publicity. 

Since the World War the American peo- 
ple have increased their gambling turnover 
probably at a rate comparable to the much 
vaunted percentages of gain in industrial 
production, savings, capital flotations, and 
construction. 


$20,000,000 a Day Bet 


authority, a former news- 
X paper man who has successfully pro- 
moted race tracks, dog tracks and other 
sports which call for heavy investments in 
fixed capital, estimates the gross wagering 
ot the American people at $20,000,000 per 
day. 

| am inclined to believe the figure is con- 
servative. I know the man. I know that 
he not only has access to the best sources 


An Epidemic 


HERE are few blocks 
in the cities and few 


sections of rural America 
where there is not gambling 
in some form or other to- 
day. Since the World War, 
the turnover in this coun- 
try of games of chance has 
increcsed at a far greater 
rate than the percentage of 
gains in industrial produc- 
tion, savings, construction, 
etc. In this article some of 
the ways in which the gam- 
bling fever of America is 
running its course are de- 
scribed. 


of information, but has proved his ability 
for accuracy in the most difficult fields of 
newspaper reporting. 

His estimate that half of the gross wager 
ing is on horse racing tallies very closely 
with what is publicly revealed by the racing 
authorities in charge of tracks operated un- 
der the pari-mutuel system. It is axio- 
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The Cure 


matic among the sporting fraternity that 
betting at the race tracks is never one-tenth 
the amount placed in pool rooms and in 
hand books. Single races with as much as 
$500,000 to $1,000,000 publicly bet under the 
mutuel system have been run in America. 
These great races, however, draw to the 
tracks an unusually large percentage oi 
habitual bettors, who usually place their 
daily wagers in pool rooms or at the near- 
est hand book. In most cities a large per- 
centage of the cigar stores, practically all 
the pool rooms, and even some drug, sta- 
tionery and candy stores have racing hand 
hooks in connection. One observer reports 
that bookmakers average ten to the block 
in the Times Square district of New York 
and in downtown Detroit, while the average 
in the Chicago loop is higher. 


Neighborhood Gambling 


OW intensively the field may be cov- 
ered when political conditions are fa- 

vorable is -indicated by my own neighbor- 
hood. In the half a block I traverse from 
the elevated station to the first street cross- 
ing on my way home, I can stop and 
place racing bets at two hand books, play 
two slot machines and take a chance on at 
least three punch boards. 

And, of course, the sale of cigars is ac- 
companied by the sport of Indian dice. 

This is an exceptional condition, of course, 
but the neighborhood, which is one of the 
most humdrum and respectable in all urban 
America, has never lacked ample gambling 
facilities even under such reform adminis- 
trations as Chicago has enjoyed. 

The magnitude of racing gambling is evi- 
denced by the fact that racing supports more 
daily “trade papers” than any other Ameri- 
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can activity. Chicago, always the journal- 
istic center of the American turf, now has 
three horse dailies with the form charts 
which enable the devotees of the handicap- 
ping art to carry on. 

Other cities have their racing dailies, and 
the volume of telegraph and telephone fa- 
cilities devoted to racing is probably in ex- 
cess of that used by any press association. 
Also, the highly organized dissemination of 
racing news to tens of thousands of hand 
books all over America makes the ticker 
services of the stock and commodity ex- 
changes seem insignificant by comparison. 
The far-flung nature of this wire system 
is due to the fact that by far the greater 
part of horse-race gambling is petty, the 
volume coming from the $1, $2 and $5 bets. 
To mobilize $10,000,000 daily in bets, of 
which 90 per cent are less than $10, re- 
quires an elaborate communications organ- 
ization. 

Racing seemed doomed twenty years ago, 
following the lead taken by New York 
with its drastic anti-betting laws enacted 
during the administration of Governor 
Charles E. Hughes. Today it flourishes as 
never before. The volume of betting is 


probably ten times as great as in the period 


of racing’s widest geographic extent. In 
several states racing proved its ability to 
survive drastic legislation. In its old strong- 
holds of Maryland and Kentucky it was 
greatly strengthened by the adoption of the 
pari-mutuel system. It has recently been 
legalized in Illinois, but it flourished there 
before the law sanctioned open betting, and 
millions of dollars were invested in racing 
plants in the “outlaw” period. 


Its Grip on the Public 


ITH society, with the literary, dra- 

matic and other groups that have pres- 
tige with the masses, racing is today more 
popular than ever. The daily press knows 
its strength. I tried to run a newspaper 
without printing the entries and_ results. 
This was in a city 900 miles from a race 
track. I soon resumed this feature. My 
circulation demanded it. Movies, plays and 
fiction dealing with racing are nearly al- 
ways “sure-fire” stuff. 

Since Armistice Day the only really seri- 
ous trouble that the horse racing game has 
encountered has been the rise of a com- 
petitor—whippet or greyhound racing. De- 
rived from the classic sport of coursing— 
once the exclusive prerogative of the landed 
gentry of Britain and Ireland—dog racing 
was popularized first in Oklahoma. The in- 
ventive genius of the Sooner state provided 
the electric propelled hare to lure the fleet 
dogs around a circular track. In the sum- 
mer of 1927 there were thirty dog tracks 
in full blast in America, but when the 
Americanized sport reached England and 
Ireland all American records were eclipsed. 
In a few weeks thirty companies to operate 
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dog tracks were organized in Britain, and 
in Ireland the fad became a major political 
problem. 

In the environs of Chicago nine dog tracks 
were at one time competing with three 
horse-racing plants. In the competition the 
ponderous horse sport suffered. Requiring 


but a fraction of the capital to establish, 
the dogs offered a faster sport, and, above 
all, they could be raced at night under elec- 
tric flood lights, drawing multitudes of work- 
ingmen and their wives who could not get 
away from their jobs to visit the horse-race 
tracks. From the first the new game proved 
irresistible to women, and wherever dog 
tracks operated, merchants, milkmen, laun- 
dry drivers, icemen and others found bills 
hard to collect or uncollectible. Dog racing 
was soon dubbed “the sport of queens.” 

The virtuous indignation of the turf in- 
terests at what they termed “depredations 
and unethical conduct” on the part of the 
dog racers led horse interests, which had 
the necessary political power to use it in 
closing the dog tracks. 

The only parallel to this in American 
history perhaps was the action of Chicago 
saloon keepers in the autumn of 1927. Un- 
able to sell their needle beer and moonshine 
in the desired volume because of the multi- 
tude of petty gambling “rackets” which had 
sprung up all around them, deputations 
called upon their political patrons to protect 
the public from the gamblers. 


Lottery Habit Lingers 


LTHOUGH the Louisiana Lottery has 

long since gone the way of all flesh, 

the lottery habit, in far more insidious form, 
is rife in scores of cities. 

“Policy,” a form of lottery, but with the 
odds inconceivably less fair to its dupes, 
is played steadily in this country, with occa- 
sional outbreaks of epidemic proportions 
which reflect the innate intellectual incapac- 
ity of the great masses. Negroes are the 
principal victims in some cities, but on the 
North Atlantic seaboard the policy plague 
has raged just as fiercely among the poor 


of all races. The first policy epidemic I 
ever witnessed was in Memphis in 1912, 
when the number of tickets salesmen be- 
came so great that it was facetiously re- 
marked that they had to wear badges in 
order not to canvass each other. The city 
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was covered by house-to-house cativasses 
As a rule, white women placed their bets 
through their colored maids and cooks, 

At this writing some fifty-six policy wheels 
are operating in the black belt of Chicago, 
One employs 300 “writers,” as the solicitors 
are called. The next biggest wheel has 100 
salesmen, and none uses less than a dozen, 
Jesse Binga, widely known negro banker, 
has declared that gambling is bankrupting 
his people. The 180,000 negroes in the 
Second and Third Wards of Chicago are 
contributing $1,000,000 a month net to the 
policy syndicate, it is stated by the news- 
papers which have investigated the evil. 

The large number of men and women 
employed in the “policy business” calls at- 
tention to the very considerable part of the 
population living on games of “chance.” 
As the boundary line between gambling and 
activities of a more distinctly criminal na- 
ture is very hazy, it is impossible to tell 
where the criminal element ends and _ the 
potentially criminal gambling element  be- 
gins. Estimates of police and detectives 
place the habitually criminal population out 
of prison from 350,000 to 500,000. It is 
very probable that the number of persons 
living on the proceeds of gambling opera- 
tions runs as high as 500,000. Such persons 
are subject to long lay-offs, and gambling 
can certainly take rank as a “seasonal” busi- 
ness, varying with the political weather ; but 
it is remarkable how men live long lives 
without doing any other kind of work 


Bootlegging and Gambling 


EUBEN KAHN, then in charge of the 
employment section of the Illinois De- 
partment of Labor, said three years ago, in 
discussing the steady shrinkage of factory 


employment relative to population, that the 
employment situation had been profoundly 
affected by the large exodus of people into 
bootlegging. 

As in the days of the open saloon, there 
is close connection between the liquor traffic 
and gambling, but hostility also. The tend- 
ency of the liquor seller to graduate from 
his business into gambling has not ceased 
with the Volstead Act. It is undoubtedly a 
fact that gambling is so much more lucra- 
tive and so much more easily concealed than 
liquor selling that the effect of rigid enforce- 
ment of liquor laws is not infrequently an 
increase in the volume of gambling. This 
was true before prohibition in local-option 
territory, and it is true today. 

Everywhere professional and commercial- 
ized gambling shades into the voluntary 
gambling of the people themselves. The 
great growth of club life since the coming 
of the automobile and the popularity of golf 
and other sports has enormously increased 
social gambling, and a large number of re- 
spectable folk, who have acquired special 
skill at bridge, golf or other fashionable 
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games, come to rely on their winnings from 
such sources as part of their regular in- 
comes. 

In addition to home and social gambling, 
the growth of the pool and impromptu lot- 
tery habit in offices, workshops and other 
business places in recent years has been 
enormous. The number of signs forbid- 
ding the practice that are to be found in 
shops, warehouses and garages is strong evi- 
dence on this point, if there were not plenty 
of other proof available. 

Practically every large city has a lottery 
based on the publication of the daily total 
of bank clearings. Tens of thousands of 
these tickets are sold daily, many to em- 
ployees in the financial districts. One buys 
a series of numbers on a ticket, and one 
wins if that series occurs in the daily clear- 
ings total. The odds are, of course, tre- 
mendously against the player, as any high 
school graduate should know, ‘but the psy- 
chology of gambling is such that the game- 
ster leaps back into the primitive when play- 
ing, and no amount of mathematical knowl- 
edge has any restraining effect. 


“Social Gambling’”’ Spreads 


HE popularity of auction bridge, and 
the flocking into the great cities of many 
people hungry for social contact, has stimu- 


lated “social gambling” under a semi-pro- 
fessional guidance. It has been cleverly 
welded and adapted to organized politics. 
Political machines, intent upon gaining the 
support of women voters, organize bridge 
tournaments and bunco games with hand- 
some prizes, and distribute invitations broad- 
cast among women. Clever women poli- 
ticians and wives of public officials are pa- 
tronesses of these affairs, and from such 
events there frequently emerge permanent 
card clubs, in which the gambling pace tends 
to become faster and faster. 

Wagering on sporting events, especially 
prize fights and baseball, has reached un- 
heard-of proportions. Radio has helped to 
create this widespread interest. 

Along the Gulf Coast the American gam- 
bling mania comes in contact with that of 
the Latin peoples. New Orleans is the gam- 
bling metropolis of the South. The Cuban 
lottery and other Spanish-American _lot- 
teries have a big play there. In Tampa a 
cigar maker won the $200,000 grand prize 
of the Cuban lottery, and it is said a strike 
was financed from that winning. Even 
Spanish lottery tickets are sold along the 
“American Riviera,’ and bolita tickets are 
plentiful. Jai Alai, the fastest sport and 
also one of the quickest ways in which to 
lose money, has jumped from Cuba and the 
Gulf Coast to the Great Lakes, and is firm- 
ly established in Chicago. 

But if America borrows from Latin 
America, we give in return. One of our 
not inconsiderable items of exports to our 
southern friends is slot machines. Some 
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observers think that the slot machine is 
the most vicious of all gambling devices. It 
reduces the passion to a stark matter of 
brainless and self-defeating greed. All of 
the human and sportive elements are ab- 
stracted, and a nervous man simply feeds 
money into a metallic device, usually geared 


to pay out only 15 per cent of the coins 
which are paid in. 

As these machines cost about $100 apiece, 
political conditions must usually be favor- 
able before they are installed. But their 
winnings are enormous, and as no attendants 
are required, the machines have reduced 
gambling to the final automatic basis toward 
which industrial engineers have been trying 
to reduce legitimate productive and dis- 
tributive processes. 

A slot machine in an average suburban 


‘cigar or candy store will usually take in 


more money than the rest of the establish- 
ment. The owner of the place gets from 
25 to 50 per cent for allowing the machine 
to take the money his customers would 
otherwise spend, and until a neighborhood 
is practically broke, the slot machine rings 
merrily, while the cash register rings less 
and less. 


Set for the House 


LOT machines are usually set with a 

low percentage for the house on week 
days to encourage plays, and are set “high” 
for Saturdays and Sundays. 

For a long time after the passing of the 
open saloon, the regular gambling slot ma- 
chine paying off in money was rarely seen. 
Various “trade machines,” pretending to pay 
in gum, cigars, etc., were put out, but in 
the last year or two the slot machine has 
come out of hiding and is now the most 
profitable form of petty gambling in many 
cities. 

In the West, because of the greater use 
of silver coins, the slot machine was for 
a long time more lucrative than in the in- 
dustrial East. They still flourish in mining 
and oil regions. Miners remain great gam- 


blers, and their lotteries based on a day’s 
mine run, and the oil man’s lotteries based 
on daily and weekly output in barrels, are 
picturesque variations of the lottery theme. 
In Texas, where the law forbids playing 
cards in public, the growth of the oil busi- 
ness has been paralleled by the rise of 
dominoes to front rank in gambling. 

The slot machine has now been democ- 
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ratized until the standard quarter dollar ma- 
chine is being crowded out in poorer quar- 
ters by the dime, nickel and even penny 
machine. The latter are for child gamblers, 
and investigations around Chicago schools 
have disclosed that school children will play 
their lunch money into the machines day 
after day. I have seen as many as twenty 
or thirty children, from seven to ten years 
old, standing in line to lose their pennies. 

As a child robber the slot machine in 
many places has usurped the prerogatives 
of the candy, gum and peanut punchboard. 
Not long since a policeman rescued a negro 
child from Lake Michigan, at the foot of 
Thirty-ninth Street, Chicago. He tried to 
drown himself after losing the sixty cents 
given him by his mother to buy a school 
book, 


Chicago’s Big Gamblers 


AS to the bigger games, 215 pretentious 
gambling establishments were listed re- 
cently by a Chicago newspaper, and the 
estimated daily play of these was $2,500,- 
000. But this is an unusual condition. 

In one of these places, disguised as a 
haberdashery store in front, $80,000 net 
revenue has been reported in a single week. 
Operating expenses are high. One gambler 
in Chicago maintains fifteen gunmen at $25 
per day each to protect himself from the 
machine guns and bombs of rivals. 

This man is one of the few modern gam- 
blers who retains a shred of the sense of 
social responsibility which was characteristic 
of the old-time, square-shooting gambler of 
the Mississippi steamboat periods, the west- 


ern mining camps and the cattle towns. This 
breed is either extinct or superannuated. 
Yet it survived to a comparatively recent 
day. I can recall that as late as 1904, in 
Nashville, Tenn., there were gambling houses 
as well known as the principal banks of 
the city, and with reputations for honesty 
not excelled by any business establishment. 
The men who conducted them were men of 
character. The natural percentage of their 
games was enough to make them wealthy. 
They discouraged play by men unable to 
lose, and always refunded money to men 
from out of town who gambled away their 
railway fare home. On Saturdays they ¢losed 
at noon, before the workingmen had received 
their weekly pay, and did not reopen until 
Monday noon, when the working people 
were back on their jobs. 

The Wabash Avenue gambler also closes 
at noon on Saturdays, packs a couple of 
cases of Canadian whiskey in his $8,000 car, 
and with two or three friends speeds to his 
country estate with its private nine-hole golf 
course. After a large evening the party 
arises early and plays barefooted over the 
velvety links with silver-mounted clubs. 

The stories of high stakes at Monte Carlo 


(Continued on page 897) 
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What Rate on Deposits? 


Additional Opinions from Boston, New York, Chicago and 


Northwest. 


In the Latter View It Is Held that Problem Has 


Characteristics That Do Not Apply with Same Force East or 
Possible Effect of Present Bank Share Transactions. 


West. 


HE rate of interest paid on deposits 
continues to be a subject of keen 
interest in all parts of the country, 
with many prominent men_ holding 
strictly to the opinion that there must even- 
tually be a general change and _ readjust- 
ment, and that a change in the right direc- 
tion accrues to the ultimate benefit of the 
depositors as well as to the bank. 
George S. Mumford, president of the At- 
lantic National Bank of Boston, says: 


A Question of Competition 


HILE different sections of the 

country appear to have gradually 
created varying standards in the matter of 
interest paid on deposits, the problem pre- 
sented to the banks is almost identical wher- 
ever we turn. Banks in New England, in 
the South, the Middle States and in the 
West are all trying to find a way to meet 
the steadily shrinking balance between earn- 
ings and interest paid on deposits. 

“Tt seems to me that interest paid on 
ordinary demand deposits can be controlled 
by the individual banks to a very large ex- 
tent, and they are subject to conditions sim- 
ilar to those surrounding the buying and 
selling of merchandise. * 

“To the commercial banks of New Eng- 
land the interest paid on‘time and savings 
deposits is the real problem. Here, as in 
other parts of the country, it has become 
a question of competition. On savings de- 
posits, the average amount of interest paid 
is probably a little more than 334 per cent 
as against 434 per cent average earnings 
of the banks. This margin of 1 per cent is 
obviously too low to properly take care of 
all expense, losses and dividends. It is 
unwise, unbusinesslike and unsafe to allow 
this situation to continue, and yet few bank- 
ers have the courage to face the material 
shrinkage in deposits through their trans- 
fer to rival banks which might result, should 
a bank reduce the interest paid on savings 
deposits by, say, % of 1 per cent. 

“Tt seems to me inevitable, however, that 
sooner or later this reduction must take 
place generally in this section. The pres- 
ent situation becomes increasingly unsafe as 
the return on standard investments continues 
to fall.” 

Another banker in Boston writes: 

“We do not wish to be quoted, but, in 
general, our views coincide fully with Mr. 
Mitchell’s as expressed in his article in your 
Journal for February. So far as I can 
learn, most commercial bankers feel strong- 
ly that interest on deposits should be de- 
creased to correspond with loaning rates, 
thereby maintaining a reasonable profit mar- 
gin. 

“We believe the article in question serves 
a very useful purpose to that end. Compe- 


tition among banks in a given area naturally 
is retarding such a lowering of interest 
rates, but the logic of the situation is be- 
coming increasingly apparent, and a grad- 
ual reduction seems to be certain.” 


As Seen in Chicago 


UGENE M. STEVENS, president, IIli- 
nois Merchants Trust Company, Chi- 
cago, writes: 

“IT am pleased that Mr. Mitchell has 
opened again the subject of interest rates 
being paid by banks. Here in Chicago the 
situation is not as bad as in many other 
places, as we pay only 3 per cent on savings 
deposits, and our average rates on time de- 
posits are less than in many other cities. 
However, it is true that here, as elsewhere, 
we are paying approximately the same for 
money as we were when our loaning rates 
were 50 per cent higher and also in the 
face of a considerably advanced cost of 
doing business. 

“It appears now that the general course 
of loaning rates is liable to continue for 
some time at comparatively low figures, and 
under such circumstances banks are not 
properly reimbursed for the risks they are 
taking and do not have sufficient margin to 
supply proper reserves against future losses 
when conditions may again lead to some 
depression. 

“We are heartily in sympathy with any 
movement which will occasion the public 
recognition of a situation which is not eco- 
nomically sound, either from the standpoint 
of the bankers or the public itself.” 


From Minnesota 


W. PUTNAM of Red Wing, Minn., 

@ chairman of the County Organization 
Committee of the Minnesota Bankers <As- 
sociation, takes issue with the views pre- 
sented by Mr. Sartori in the April Journal. 
“T was very much interested in the article, 
‘Should Banks Reduce the Interest Paid 
Depositors?’ by Mr. J. F. Sartori,” he 
writes. “Most of the arguments and state- 
ments used in his article might well be 
applied to the East and to the extreme 
West, but we, here in the Middle West com- 
prising the Seventh, Eighth, Ninth, Tenth 
and Eleventh Federal Reserve Districts, feel 
that the writer is not very familiar with con- 
ditions in our territory, relative to the inter- 
est reduction on time and savings deposits. 
“The article states that one of the easiest 
ways to’ meet the problem of diminishing re- 
turns of bank earnings would be to reduce 
the rate of interest paid to depositors. Had 
he been an officer in one of our Mid-West 
banks that reduced the rate of interest paid 
on time and savings deposits from 4 to 3 
per cent, he would have found that it 


848 


was not such an easy task, but took courage 
to make the change, with banks on all sides 
staying at the higher rate. Many of our 
bankers, after looking the problem squarely 
in the face, decided to put their banks 6n 
a sound basis from an earning standpoint 
and made the interest reduction 
handed. 

“Here in this section the saving depositor 
does not consider his savings account so 
much as an investment, but as a depository 
for building up a fund of say $500 or $1,000, 
which he then transfers to a permanent in- 
vestment. Other classes of savings depos- 
itors consider their savings books or certifi- 
cates of deposits as a convenient place to 
keep their money in case of emergency, or 
as a secondary personal reserve. 

“Hundreds of banks in the Ninth Federal 
Reserve District have reduced their interest 
rate from 4 to 3 per cent and have found 
by actual experience that the depositors do 
not, to any great extent, draw their money 
out and invest it in other securities bearing 
a higher rate. Money is being continually 
drawn from savings accounts all over the 
country to be put into other investments, and 
this will continue to be the case whether 
deposit rates are lowered or remain the 
same. Before the war the general public 
was not to any great extent buying bonds 
and other investments, but the sale of bil- 
lions of dollars of Liberty bonds during 
the war educated the public to the idea of 
seeking a higher rate than the bank can 
pay, and this will continue, rate reduction 
or no rate reduction. 

“We find that ‘Whether or not a reduc- 
tion in the rate of interest is justified from 
the banker’s standpoint,’ is of the utmost 
concern to the savings bank depositor, for 
the depositor is vitally interested in the 
soundness of the bank, and he knows that 
in order to operate a sound bank there must 
be a sufficient spread between the rate paid 
and the rate received. That this is the case 
is seen by an endless number of cases where 
we have banks in the same town, some of 
them paying 3 per cent and the others pay- 
ing 4; and we do not see the depositors of 
the 3 per cent bank ‘flocking’ to the 4 per 
cent banks with their money. 


Public Gets Wrong Im- 
pression 


667 HERE has been altogether too much 

inflation of bank stocks, both in the 
East and on the Pacific Coast, and this has 
been in many cases just paper inflation and 
not good substantial book value gain. This 
has given the depositing public the wrong 
impression in regard to the earning value 
of bank stocks, and if we do not go slow 
we are sure to pay the penalty in various 
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Ready to Award Scholarships 


Educational Foundation Has Received $469,377 of the $500,000 
Fund and Has Made Provision for 98 Scholarships This Year 
to Go to Colleges in States Which Have Completed Their Quotas 
of the Fund. Will Eventually Be Raised to 167 Scholarships. 


HE apportionment of the scholar- 

ships by the Educational Foundation 

of the American Bankers Associa- 

tion was reported to the Executive 
Council at its meeting last month in 
Augusta, Ga., by John H. Puelicher, Chair- 
man of the Board of Trustees. Of the 
fund of $500,000, subscribed for educational 
purposes, as an appropriate marking of the 
S0th anniversary of the Association, the 
Foundation thus far has received $469,- 
377.68, and there is due on subscriptions 
about $50,000. 

The scholarships will be available for the 
scholastic year beginning next fall and will 
provide recipients with loans of $250 to be 
repaid on easy terms after leaving college. 
In each of the selected colleges a committee 
is to be appointed to make the awards, one 
member of which will be a banker selected 
by the president of the college. Applica- 
tions must be made direct to the colleges 
and not to the Educational Foundation. 

The conditions under which the scholar- 
ships are placed were given by Mr. Puelicher 
as follows: 

“The Board of Trustees,” said Mr. 
Puelicher, “has now so shaped its affairs 
that it is ready to award scholarships in the 
selected schools of the various states which 
have completed their quota. After a great 
deal of debate, it was unanimously agreed 
that it would be unfair to place any scholar- 
ships in those states that had pledged a 
quota and then failed to make good their 
pledge. A number of states have failed to 
meet their pledges. Various excuses are 
being offered. It seemed to those of us who 
have watched the process as a whole that 
wherever determination and energy were 
put into the process of making good these 
pledges, they have been met as they should 
have been met. 

“The conditions are: 

“One scholarship shall be awarded to a 
higher institution of learning for the schol- 
astic year beginning in 1928 in every state 
in which the quota of that state has been 
covered by cash payments or by collectible 
pledges due at a definite date. Additional 
scholarships shall be awarded to higher in- 
stitutions of learning in every state for the 
amount of its quota or contributions above 
a thousand dollars, on the basis of one 
scholarship for each unit of $2,000 or frac- 
tion thereof, in the amount of $500.” 


Where the Scholarships Go 


The list follows: 
$2,125; overpaid its 


quota; two scholarships, one in the Uni- 

versity of Alabama, one in the Birmingham 
Southern College. 

Arizona—Quota $450; 


will receive one 


scholarship in the University of -Arizona, at 
Tucson. 

Arkansas—Quota $1,975; overpaid; two 
scholarships in the University of Arkansas, 
Fayetteville. 

California—Quota $15,500; nine scholar- 
ships—two in the University of California at 
Berkeley, one to be in agricultural econom- 
ics; one in the University of California at 
Los Angeles; three in the University of 
Southern California at Los Angeles, and 
three in Stanford University. 

Colorado—Quota $1,675; two scholarships 
when its quota is met. 

Connecticut—Quota $2,800; overpaid; 
Connecticut two scholarships, one for the 
Wesleyan University of Middletown and 
one for Yale University, New Haven. 

Delaware—Quota $675; one scholarship 
at the University of Delaware in Newark. 

District of Columbia—Quota’ $1,900; two 
scholarships, George Washington University 
and Georgetown University. 

Florida—Quota $1,825; overpaid; two 
scholarships, the University of Florida at 
Gainesville receiving one, the University of 
Miami the other. 

Georgia—Quota $4,000; will receive three 
scholarships when quota is met. 

Hawaiian Islands—Quota $475; overpaid 
by $130; one scholarship to the University 
of Hawaii, Honolulu. 

Idaho—Quota $600; one scholarship to the 
University of Idaho at Moscow, Idaho. 

Illinois—Quota $20,325; overpaid; eleven 
scholarships. University of Illinois at Ur- 
bana will receive four, one to be in agri- 
cultural economics; University of Chicago, 
three; Knox College, Galesburg, one; 
Northwestern University, Evanston, three. 

Indiana—Quota $6,000; will receive four 
when it meets its quota. 

Iowa—Quota $7,500; will 


when Iowa meets its quota. 


Kansas Gets Three 


the University of Kansas, Lawrence, 
one; the Kansas State Agricultural College, 
Manhattan, one, in agricultural economics ; 
Washburn College, Topeka, one. 

Kentucky—Quota $3,500; will 
three when its quota is filled. 

Louisiana—Quota $3,000; two, one going 
to the Louisiana State University at Baton 
Rouge and the other to the Tulane Uni- 
versity at New Orleans. 

Maine—Quota $1,000; will receive one 
when it meets its quota. 

Maryland—Quota $3,500; overpaid; three, 
two going to Johns Hopkins University at 
Baltimore and one to the University of 
Maryland at College Park. 

Massachusetts—Quota $8,750; 
five when it meets its quota. 
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receive five 


receive 


will get 


Michigan—Quota $7,750; overpaid; re- 
ceives five—the University of Detroit, De- 
troit, one; University of Michigan, Ann Ar- 
bor, two; Michigan Agricultural College, 
East Lansing, two, one to be in agricultural 
economics. 

Minnesota—Quota $6,500; four—Carle- 
ton College, Northfield, one; University of 
Minnesota, Minneapolis, two; Hamline Uni- 
versity, St. Paul, one. 

Mississippi—Quota $1,325; overpaid; re- 
ceives one in the University of Mississippi, 
Oxford. 

Missouri—Quota $9,500; will receive six 
when Missouri meets its quota. 

Montana—Quota $1,075; will receive one 
at the State University of Montana, Mis- 
soula. 

Nebraska—Quota $4,000; 
three when that quota is met. 

Nevada—Quota $225; overpaid by $38; 
will receive one at the State University of 
Nevada at Reno. Under the ruling, Nevada, 
as a result of an investment of about $260, 
gets back $250 each year. 

New Hampshire—Quota $525; will re- 
ceive one scholarship when the quota is met. 

New Jersey—Quota $6,875; overpaid its 
quota by $1,130; receives five scholarships, 
Princeton University getting two, Rutgers 
University at New Brunswick getting three. 

New Mexico—Quota $325; one scholar- 
ship to New Mexico College of Agriculture 
and Mechanic Arts at Mesilla Park. 


will receive 


Nineteen for New York 


EW YORK—Quota $37,250; will re- 

ceive nineteen scholarships when it 
meets its quota. Those scholarships are 
going to be loan scholarships amounting to 
$250. New York has paid all but $10,000 of 
its quota. 

North Carolina—Quota $3,050; overpaid; 
receives two scholarships, one in the Uni- 
versity of North Carolina, Chapel Hill, and 
another in the North Carolina State Col- 
lege of Agriculture and Engineering at Ra- 
leigh, to be used in agricultural economics. 

North Dakota—Quota $1,400; will receive 
one when it meets its quota. 

Ohio—Quota $14,000; will receive eight 
when it meets its quota. 

Oklahoma—Quota $2,750; will receive two 
when its quota is met. 

Oregon—Quota $2,675; will receive one 
at the University of Oregon at Eugene, and 
another in the Agricultural College at Cor- 
vallis, to be used in agricultural economics. 


Pennsylvania Overpaid 


ENNSYLVANIA — Quota $23,750; 

overpaid, and gets thirteen scholarships— 

the University of Pennsylvania, Philadel- 
(Continued on page 919) 


Revolutionizing the Harvest 


By C. B. SHERMAN 


Associate Economic Analyst, United States Department of Agriculture 


Rapid Increase in Use of the Combine in Reaping of Grain in 
Great Plains and Corn Belt Regions Brings New Economic 
Problem. Government Experts Are Now Able to Advise Farmers 
When They Should or Should Not Buy the Expensive Machines. 


HE rapid increase in the use of the 

small combine, or combined harv- 

ester-thresher, in parts of the wheat- 

growing area, is sending many farm- 
ers to their county agents, to their bankers, 
and to their state extension service for 
advice as to whether to continue to harvest 
with their binders or headers or to buy a 
combine. That the combine is advanta- 
geous in some localities does not necessarily 
mean that it will be 
advantageous in other 
localities, nor does the 
fact that its use pays 
on one farm neces- 
- sarily mean that it will 
pay on another farm - 
in the same neighbor- 
hood. The initial in- 
vestment is large 
that farmers naturally 
hesitate to buy until 
they feel comparatively 
sure as to what they 
can expect from the 
machines. 

Large combines have 
been used for many 
years on the Pacific 
Coast, but their use 
was not considered 
practicable in the Great 
Plains and the Corn 
Belt. However, since 
the small prairie-type of combine, equipped 
with an auxiliary engine and pulled by 
horses or a tractor, has been available, 
wheat belt farmers from Texas to Montana 
have been setting aside their headers and 
binders and turning to combines in large 
numbers. In fact, it has been frequently 
said that the combine is fairly revolution- 
izing the harvesting in those regions. 

New model combines, with a cut of eight 
or ten feet, drawn by a tractor, and with a 
direct-power drive from the tractor itself, 
were introduced in 1926. Such a machine 
has specific advantages because its price is 
lower than the price of the large machines 
with auxiliary motors, and it is operated by 
a smaller crew. These power-driven com- 
bines are used on farms which have com- 
paratively small acreages of wheat. In 
1918 the machines were used for the first 
time in Kansas, in 1926 30 per cent of the 
Kansas wheat crop was cut with combines, 
and today there are individual localities in 
the Great Plains in which practically the 
entire wheat crop is cut by the combine. 
During the last five or six years the com- 
bines have been coming rapidly into the Corn 
Belt and even into some of the eastern states. 


So many factors in addition to the initial 
investment should be considered in the 
decision whether to buy or nct to buy, and 
the subject is so relatively new, that com- 
prehensive information is in great demand, 
not only by the individual farmers, but by 
local leaders to whom many of the farmers 
have turned for advice. As a result, five 
states and three bureaus of the Department 
of Agriculture recently joined forces to 


A type of combined harvester-thresher used on the Great Plains and a few 


sections in the East 


make a comprehensive study of the whole 
subject. The Experiment Stations of Texas, 
Oklahoma, Kansas, Nebraska and Montana, 
the Federal Bureaus of Agricultural Eco- 
nomics and Plant Industry, and the Division 
of Agricultural Engineering in the Bureau 
of Public Roads, are all back of the report 
that is now available to those who are de- 
bating the question, and five more states 
joined in supplying information during the 
latter part of the study—South Dakota, 
Illinois, Indiana, Pennsylvania and Virginia. 

The main part of the work was based on 
records obtained from 271 farmers located in 
typical, selected localities in Texas, Okla- 
homa, Kansas, Nebraska, and Montana, and 
from about 100 widely scattered farmers in 
the Corn Belt. Mechanical power and large 
units of machinery are widely used on the 
farms of the Great Plains and the Corn 
Belt, the topography of which is level to 
slightly rolling. A combine can be used on 
small fields as well as on large fields. 

As a result of the study, the advantages 
of the combine in comparison with other 
methods of harvesting and threshing are 
summarized as: Saving labor, eliminating 
transient labor, clearing the fields early for 
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tillage operations, distributing the straw on 
the land, and getting the grain to the mar- 
ket earlier. The disadvantages are: Large 
investment, the large amount of power re- 
quired, the greater risk of resulting damp 
grain, the greater risk to crops from storms, 
as the beginning of harvest is delayed from 
a week to ten days to allow the grain to 
ripen further, and the difficulty of saving 
the straw for feed and bedding. 

There several 
types of combines, and 
the price varies with 
the type and _= size. 
Those used most gen- 
erally in the Great 
Plains have cuts of 
twelve, fifteen, or six- 
teen feet, and each is 
equipped with an aux- 
iliary engine and is 
drawn by tractor. 
Power-driven machines 
with an eight-foot or 
ten-foot cutter bar are 
also used, and _ these, 
together with the 
twelve - foot machines, 
are usually found in 
the Corn Belt. The 
auxiliary-motored ma- 
chines ranging from 
nine to sixteen feet cost 
from $1,500 to $3,000. 
The smaller eight, nine and ten-foot power- 
driven machines cost from $1,000 to $1,200. 
If many accessories are bought, the price 
may be increased by as much as 10 per cent. 

Wheat is the chief crop harvested by com- 
bines but the outfit can be used with oats, 
barley, rye, emmer, flax, soybeans, clovers, 
and grain sorghums, and it is being tried on 
some other crops. The machine can also be 
used for stationary threshing. 

The degree of reliability of the machine 
was measured chiefly by time lost (because 
of mechanical difficulties, weather and simi- 
lar factors) during the harvest period. 
Interruption of work through machine fail- 
ure involves not only the expense of recon- 
diticning the machine but, at times, the loss 
of the use of high-priced labor and of time 
while the repairs are being made. Frequent 
occurrences of this nature will render the 
machine an unprofitable investment. The 
investigation disclosed that delay is some- 
times the result of inefficient operation, 
caused either by unfamiliarity with the 
machine or by carelessness, which casts an 
unwarranted reflection on the reliability of 
the machine. This is especially true of new 
equipment of a complicated design. 
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“If a machine is considered a profitable 
investment by its operator there is little 
doubt that it is reliable,” say the investiga- 
tors, who report that in the Great Plains 
only three of the interviewed operators ex- 
pressed doubt as to the profitableness of 
their investment in a combine. “Whether 
due to the merits of the combine or pride 
of ownership, or over-enthusiasm on the 
part of some of the operators, the combine 
was almost unanimously considered a reli- 
able harvesting machine by the operators.” 

The rate of harvesting with a combine 
varies with the crop, the yield, the size of 
the machine, size of fields and crew, rate of 
travel, and length of day. The ten-foot 
machine will cut an average of twenty to 
twenty-five acres of small grain in a ten- 
hour day and a fifteen-foot auxiliary- 
motored machine will cut about thirty-five 
acres a day. In the East where fields are 
rougher, smaller, and more irregular in 
shape, and where the straw is_ heavier, 
smaller acreages would be cut. As many as 
650 acres of wheat have been cut in a season 
with a ten-foot power-driven combine in 
the Great Plains, and in the Corn Belt, in 
1927, one of these machines cut a maximum 
acreage of 675 acres, including different 
crops with different harvesting seasons. 
Combines of the prairie type require from 
six to twelve horses, or tractors of nine to 
twenty draw-bar horsepower. The _horse- 
power of the tractor, or the number of 
horses needed, for each size of combine, is 
shown in the report. 


A Later Harvest 


RAIN crops are ready for harvesting 

with a combine about seven to fourteen 
days after they are ripe enough to be cut 
with a binder. There is some risk, in some 
localities, from hail and winds during this 
period. In the Great Plains wheat can stand 
in the field for three or four weeks after 
ripening, without loss, and in the Corn Belt, 
from two to three weeks, but in the East it 
should be cut within two weeks after ripen- 
ing. As weather at harvest time is an im- 
portant factor in determining the acreage 
per machine that can be harvested during a 
given period, the report goes into this mat- 
ter in some detail. 

Harvesting and threshing losses need be 
no greater with combines than with other 
methods of harvesting, and the report shows 
that they usually are less. It points out the 
losses that frequently occur and suggests 
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methods of prevention. It also points out 
that although grain which is harvested with 
a combine sometimes contains more moist- 
ure than that harvested by other methods, 
it is of equal quality if combining is post- 
poned until the crop is in proper condition 
for threshing. Methods by which the straw 
can be handled when the combine is used 
are outlined in the report, as this matter of 
saving the straw grows more important the 
further east the combine comes. 

“Operating expenses for harvesting with 
a combine consist of the costs of fuel and 
lubricants, use of tractor, labor, and repairs” 
says the report. “Fixed charges to be made 
against the combine are charges for depre- 
ciation and interest on the investment. 
Taxes, insurance, and cost of housing might 
also be added to the charges made against 
the combine.” 


Fuel and Labor 


HE fuel used by tractors and by auxili- 

ary engines of different sizes was ascer- 
tained, as well as the labor required for 
operating each type of outfit. Depending 
upon the size, from one to three men are 
needed, exclusive of grain hauling. The 
expense for repair parts averages ten cents 
per acre harvested. Repairs are usually fur- 
nished free during the first year if the 
broken part shows defective material or 
workmanship. The longer the machine is 
used the higher the repair costs. 

If operated and adjusted properly a com- 


bine should last about ten years, according * 


to the report. The ten-foot combine with 
auxiliary motor, costing about $1,500, has a 
depreciaticn and interest charge of about 
$195 yearly. The depreciation and interest 
charges per acre for varying numbers of 
acres harvested annually in the different 
regions are given in the report, as are the 
costs of harvesting per acre with the differ- 
ent sizes of machines. The costs include 
depreciation, interest, repairs, twine for the 
binder, all labor and horse work (exclusive 
of grain hauling), and a charge for thresh- 
ing based on rates used in 1927 for custom 
threshing. 

“On account of the large investment, farm- 
ers who have only small acreages of grain 
to harvest should consider carefully the first 
cost of different types of harvesting machin- 
ery before buying a combine,” the report 
continues. “The possibility of doing custom 
work for neighbors should not be given 
much consideration in making a choice in 
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favor of the combine because as more ma- 
chines are put into use, returns from this 
source will become more limited each year. 
Farmers who have small acreages may 
sometimes find it advisable to buy a machine 
in cooperation with neighbors. If the har- 
vesting equipment is nearly new it may be 
advisable to continue its use for several 
years longer before disposing of it and buy- 
ing a combine. 

A combine should not be purchased for 
harvesting less than 100 to 150 acres annu- 
ally, the investigators conclude. For smaller 
acreages other methcds will usually be more 
economical. For 100 acres a year the cost 
with a sixteen-foot combine is slightly more 
than for a binder and considerably more 
than for a header, but for 200 acres and 
more the difference steadily increases in 
favor of the combine. 


Average Harvest Costs 


HE tcetal charge for harvesting and 

threshing 275 acres, the average acreage 
harvested in 1927 with a ten-foot combine in 
the Corn Belt, was about $1.95 per acre, 
compared with about $3.64 per acre when 
the work was done by two binders and a 
hired separator. In cutting 640 acres with 
sixteen-foot combines in the Great Plains, 
the cost was about $1.65 per acre compared 
with about $3.55 per acre when the work 
was done by three binders and $3.13 for 
two headers and a hired separator. 

Direct cash or out-of-pocket expenses, if 
the help of two men is available, amounts to 
thirty-four cents per acre for a ten-foot 
combine in the Corn Belt as compared with 
$2.03 for harvesting with binders and thresh- 
ing with a hired separator. For the sixteen- 
foot combine in the Great Plains the out-of- 
pocket expenses would be thirty-three cents 
per acre as compared with $2.10 and $2.35 
per acre, respectively, for the binders and 
headers when the threshing is done with a 
hired separator. 

The acreage on which combines of differ- 
ent sizes will be economical in the different 
regions, in comparison with other machinery, 
have been worked out by the investigators, 
who also give in their report many estimates 
which they have collected from owners and 
operators. 

On every hand there is to be read the 
lesson of the factory methods of today— 
more machinery and less men, making for 
more production at less cost. Toward that 
same end farming is progressing. 


A type of combined harvester-thresher now in common use on the Pacific 
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TheSong-Bird of American Cities 


aq) HEY are building a fifty- 


Sa six story building next 


} door, and all day long the 
Sgn] air is filled with the voice 

song-bird of the American 

cities—the automatic 

riveter. 

Story after story of the 

steel frame rises with aston- 
ishing rapidity, and soon a 
new giant in the metropoli- 
tan forest will look out over 
what were called skyscrap- 
ers a few years ago, to other 
young giants East, West, 
North and South which 
have lately risen, or are 
coming up—a new giant, 
at the upper stories of 
which millions will gaze in 
wonder and with never a 
thought about the part that 
counts most—the founda- 
tion. 

The preparation of the 
foundation was a slow, te- 
dious job utterly devoid of 
a spectacular side—a great 
ugly hole where men toiled 
and blasted for months with 
little apparent progress, 
which description many a 
man may today be applying 
to his place in life, forget- 
ting in his pessimism that 
the foundations of great en- 
terprises and great lives 
often are laid in a depth of 
obscurity and drudgery. 

Who would suspect (for 
illustration) that an ordi- 
nary-looking lumberman 
sitting disconsolately on the bank of 
a river wondering what he would do 
next to make his bread and butter, 
should then and there lay the foun- 


dation of a business that would en- 
able thousands, as well as himself, to 
earn their bread and butter, and not 
only for a little while but for gener- 
ations? 
And who is so daring in 
his optimism as to see a mil- 
lion or more dollars and a 
great building rise upon the 
small base of a poor boy’s 
first savings deposit? 


ET when a great bank 
in New York City a few 
years ago purchased at a 
cost running into millions, 
the site for a new building 
one of the owners of the de- 
sired property was a man 
who as a boy had opened 
his first little account in 
that same bank. He little 
suspected the immensity of 
the financial structure that 
was to grow upon the foun- 
dation he laid when by rigid 
selfdenial he accumulated 
enough to open an account. 
The new philosophy of 
spending is alluring, the 
old philosophy of saving is 
sound, for the old philoso- 
phy is a foundation builder 
while the new one is too 
often only a gasoline filler. 
The song-bird of the 
American city produces a 
discordant, nerve racking 
note to many, but imagine 
the poor boy clutching his 
small savings at the teller’s 
window and it becomes a 

pzan of success. 
The work of the day is “just rou- 
tine” to many but add a little vision 

and it becomes 


a foundation on which there may be 
built—day-by-day—something better. 


By JAMES E. CLARK. 
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Profits in the Woolen Industry 


By D. RICHARD YOUNG 


Improvement is Now Being Recorded After a Period of Severe 
Depression. Machinery, Management and Merchandising Must 
Be Modernized. Numerous Steps in the Manufacturing Process 


Are Holding Down Inventory Turnover. 


O the question so often asked, 
“What’s the matter with the wool- 
en industry?” it must be replied that 
a great deal is the matter with it. 
Not since the ending of war-time demand 


have earnings amounted to anything sub-_ 


stantial. While last year witnessed an im- 
provement over the distressing conditions of 
the year previous, this improvement was 
partly due to rising prices of raw wool 
and should not be taken as heralding the 
return to the road of prosperity. 

All bankers are familiar with the “Three 
C’s” of credit—in fact, have used this rule 
longer than they can remember. I would 
propose a similar trio of test words for the 
ills of the woolen industry today. They are 
the “Three M’s”’—standing for machinery, 
management and merchandising. 

Not that these cover all the troubles of 
the industry by any means, but let us apply 
them frankly to what appear to be the chief 
handicaps to successful and profitable op- 
erations such as are found in so many other 
lines. 

Machinery is the first. In the average 
woolen mill the machinery is twenty-five 
years old. In other plants it is fifty years 
old. Strange and almost unbelievable as it 
would seem, if it were not supported by 
positive evidence, many mills are using spin- 
dles and looms seventy-five years old. This 
dates back to Civil War days, when many 
of the machines were imported from Eng- 
land at a time when the American textile 
industry was hardly past its infancy. 


Operation Costs Raised 


LU; will be granted that textile machinery 
has not changed a great deal since the 
various inventions which solved the prob- 
lems of one after another of the basic proc- 


esses. Such machinery was usually very 
complicated and costly, was controlled by 
a few manufacturers through patents, quick- 
ly became standardized, and therefore was 
not subject to obsolescence in the same de- 
gree as most machinery. Nevertheless one 
would be blind not to recognize that minor 
improvements have been developed from 
time to time, and that the actual wear and 
tear on these old machines eventually raises 
the cost of operation to a prohibitive level. 

A machinery expert not long ago accept- 
ed a position with a large New England 
mill, and shortly afterward resigned because 
of the impossibility of getting satisfactory 
results from the antique equipment in use. 
He declared that most of the looms should 
be in a museum, not in a mill trying to 
manufacture goods at a profit in competi- 
tion with twentieth-century looms. 


An Industrial 
Invalid 


ATE? ma- 
chinery, overly-con- 
servative management and 
failure to keep pace with 
modern methods of mer- 
chandising are the chief 
ailments of the woolen in- 
dustry, according to Mr. 
Young, who offers here 
some suggestions for put- 
ting the business back on 
its feet. Remedies that 
have been efficacious in 
stimulating other lines of 
manufacturing might well 
be applied in the case of the 
woolen industry, he con- 
tends. 


Management is the second factor that 
must be improved. Too many mills are in 
the hands of fine old gentlemen who, like 
their fathers and forefathers, have been 
satisfied to make a 4 or 6 per cent dividend 
and nothing more. They never were forced 
to change their methods in accordance with 
more progressive standards until recent 
years, when those dividends were threat- 
ened, and now most of them are getting no 
dividends whatever. 


Keeping Up the Dividends 


PPERMOST in the minds of these mill 

owners was the idea of keeping up the 
established dividend. Actual earnings ap- 
parently did not seem to make so much 
difference. Return was calculated on the 
capital stock at par value, leaving out of 
account the accumulated surplus which is 
as truly invested capital as the initial stock. 
As a rule, the companies were far under- 
capitalized, and if the real estate and plant 
were carried at the much higher values 
corresponding to replacement costs, the so- 
called 4 or 6 per cent return would really 
mean only 1 or 2 per cent. To this day 
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Outlook Uncertain. 


most mills report their “net profits” before 
setting up depreciation charges or provision 
for taxes. Like the cotton mills, discussed 
last month, the entire development of the 
science of accounting has come and passed 
them by. The old-fashioned bookkeeping 
methods still prevail. 

How can management obtain low-cost op- 
erations without a systematic layout of plant 
through every step from the time the dirty 
raw wool is received until the beautiful 
finished suitings are loaded into freight cars 
or motor trucks? But most mills are not 
laid out systematically. They just grew— 
an ell added on here, another story there, 
a dye-house beyond the power plant, etc. 
To find one’s way around many mills, 
through the maze of machinery, over the 
bridges and down the tunnels and up the 
rickety stairs is more complicated than to 
find the subway shuttle at Times Square, 
New York. 

Has management found any solution to 
the present-day requirements of small or- 
ders and novelty patterns in place of the 
former seasonal runs of staple goods? Cer- 
tainly the majority have not. Paradoxical 
as it may seem, the large corporations in 
the woolen industry have not been prosper- 
ing at the expense of the “small fellow.” 
Instead they have been handicapped by their 
very size. 

The small mill is accustomed to making 
less goods at a time, and can cater to what- 
ever novelty the public wants. The big mill 
is inclined to regularly curse the public for 
its changeable tastes. By way of variety, 
it may bring out a really attractive pattern, 
then force such a wide distribution that it 
becomes common. Is it any wonder that the 
original purchasers become disgusted when 
they see the same goods throughout the 
trade, and often at reduced prices? 

Automobile manufacturers, for example, 
took a long step toward solving their prob- 
lem of inventory control through the inven- 
tion of a new process of painting cars. 
Years ago a fine finish required a dozen 
coats of paint and other treatment, and each 
coat took two or three days to dry, thus 
tying up an enormous amount of capital for 
a month or more and making it impossible 
to adjust production closely to sales. The 
new lacquer paints can be sprayed on and 
dry almost immediately. The entire paint- 
ing job can now be done in two or three 
days. This releases capital and allows bet- 
ter inventory control. 

Woolen management must adapt itself to 
making novelty patterns and filling hand- 
to-mouth orders, for both are here to stay. 
It will require new machinery and better 
arranged plants, systematic manufacturing 
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control and cost accounting, but it must be 
done. 


Stimulants to Sales 


ERCHANDISING is the third “M.” 

Like the cotton manufacturers, the 
woolen mill managers must send out men, 
or, better still, go themselves, to study their 
markets. They must get closer to the indi- 
vidual buyer. It is not enough to find what 
type of goods their jobber wants, or the 
wholesaler, or even the retail merchant or 
department store. What does the average 
man want for his suitings and overcoats in 
the way of colors, weaves, patterns and 
weights? It is he, and not the distributor, 
who is the real “customer” of the mill. 

The woman buyer should be studied and 
catered to. Instead of bewailing the styles 
of short skirts and increasing use of fur 
coats, would time not be better spent in 
finding out what kind of pretty woolen goods 
she wants for her short skirts, and what 
type of heavier goods will make up well in 
fur-trimmed cloth coats? 

The woolen people have too long been 
simply manufacturers and not merchan- 
disers. Taking another illustration from the 
motor industry, what percentage of the 
4,000,000 cars produced annually could be 
sold if the prospective buyer had first to 
save up $1,000 more or less in cash before 
making the purchase? Installment selling 
has made the motor industry what it is to- 
day, and the idea had only to be developed 
to fit the requirements of merchandising a 
high-priced article. 

Installment selling is not a new idea, for 
it was used in selling pianos as far back 
as Civil War days (when the present ma- 
chinery for many of our textile mills was 
purchased), but it was seized upon and de- 
veloped, and the modern finance company 
created. Cannot the woolen manufacturers 
contribute something similar in the line of 
merchandising research? 


Recovery in 1927 


OLLOWING is a tabulation of earnings 

of the leading woolen mills that publish 
reports to stockholders and in the news- 
papers. Figures represent net profits avail- 
able for dividends or to carry to surplus, 
i. e., after all expenses, interest charges, 
reserves for depreciation and provision for 
taxes have been deducted. Fiscal years end 
Dec. 31 unless otherwise indicated. 


Net Profits—000’s Omitted 


1927 
$600 
*259 
D-616 
D-236 
1,847 
D-302 
*161 
*829 


American Woolen Co. 
Arlington Mills 1 

Botany Consolidated Mills, Inc. 
Cleveland Worsted Mills Co.. 
Goodall Worsted Co. 

Hamilton Woolen Co. 
Monomac Spinning Co. 
Stillwater Worsted Mills...... 
United States Worsted Corp.. 


1—Years ended Nov. 30; D—Deficit; *—Before 
certain charges. 

It will be observed that the 1927 earn- 
ings of this group showed a truly remark- 
able improvement over the year before. Six 
concerns for which comparable figures of 
both years are available had a combined net 
deficit of $6,482,000 in 1926, which was 
turned into a net profit of $2,683,000 in 1927. 

Unlike most other industries, a table show- 
ing earnings of the leading companies is very 


AMERICAN 


limited in number. The reason for this is 
not, as might be supposed, that the cor- 
porations are more closely owned than in 
other lines, but that the controlling inter- 
ests, in the pursuit of their indifferent atti- 
tude, have never made it a general practice 
to supply their stockholders with complete 
information regarding the company’s affairs. 

Even the wave of new financing during 
the last five years has not touched the wool- 
en industry to any appreciable extent, prob- 
ably because shares in these companies 
would not make an_ attractive offering 
owing to the depressed conditions and in- 
ability to present a good earnings record. 
To this day the most information that the 
average stockholder receives is the con- 
densed balance sheet, without any operat- 
ing details, which by law is required to be 
filed with the state and is then reprinted by 
the newspapers. 


Profits vs. Losses 


OR the industry as a whole, the reports 
tabulated by the Treasury Department 
from income tax returns give a striking 
picture of the unsatisfactory yield on capi- 


100 


Advance in raw wool prices handicaps 
the goods manufacturers 


tal, and the substantial deficits suffered each 
year by a large number of mills. 

From the annual reports showing statistics 
of income, the following figures on the 
woolen and worsted manufacturing group 
have been compiled for the six years fol- 
lowing the World War. Since 1924 these 
figures have not been available separately, 
but are combined in a general textile manu- 
facturing classification. 

In the first column are arranged the num- 
ber of corporations reporting a net income 
and the aggregate income after deducting 
taxes; in the second are the number of 
corporations reporting no net income, and 
their aggregate deficits. 

It will be noted that over this six-year 
period 68 of every 100 companies, on an 
average, operated at a profit and 32 at a 
loss. 
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In the year 1920 the net profits after 
taxes of the successful companies were 
more than offset by the deficits of the un- 
successful ones. 

The combined taxable income over the 
period amounted to $325,475,294, on which 
Federal taxes of $63,409,747 were paid, 
leaving a balance after taxes of $262,065,547, 
The losses of the other group amounted to 
$55,387,796. The net result, therefore, was 
that the 450 corporations making up this 
old-established industry, doing in excess of 
$1,000,000,000 of business annually, supply- 
ing clothing to every man, woman and child 
in the United States, had a net gain of only 
$206,677,751 from 1919 to 1924, inclusive! 


Manufacturing Problems 


UE to the numerous manufacturing 

processes, the inventory of the woolen 
manufacturer is turned over at a slower 
rate than in many other lines. For this 
reason fluctuations of raw wool prices have 
an important influence on profits. According 
to the new ratios of the National Credit 
Office, based on last year’s statements, sales 
of woolen cloth mills average 3.52 times 
inventory. The shoe manufacturers had a 
turnover of 6.17 times annually, and the flour 
millers 10.30 times, while the department 
stores averaged 5.18 times. 

When the raw wool is purchased, it must 
first be “scoured,” or washed in warm water 
or naphtha solvent to free the wool from 
the dirt, burrs and natural grease that is 
in every fleece when clipped from the sheep’s 
back. This and the later processes are each 
handled by separate departments of the 
mill if it is a large, integrated organiza- 
tion, or they may be done by separate out- 
side concerns, either as contract work or 
through purchase and sale. 

Secondly comes “carding,” which involves 
opening out the tangled fibers so that they 
lie loosely separated in a uniform film, and 
eliminating the remaining impurities and 
fibres too short to spin. The wool leaves 
the cards in the form of a loose ribbon wound 
upon a spool. 

From here it goes to the spinning mules 
or the spinning frames, according to the 
kind of machine used. This involves draw- 
ing out and then twisting the ribbon of 
wool fibers to form yarn. 


The Weaving Process 


FTER these preparatory processes comes 
the weaving. Each loom has a beam 

or cylinder onto which the warp (length- 
wise) threads are attached and wound to the 
length of the finished cloth, each thread be- 
ing fitted into its proper heddle or guide 
so that it will be raised and lowered to 
allow the filling threads to pass under and 
over it in accordance with the weave de- 
sired. The weaving process is almost wholly 


Reporting Net Income 


Number 


Reporting No Net Income 


Net Income 
After Taxes Number Net Deficits 
$906,676 


$77,344,585 54 
17,941,697 224 24,964,385 
25,808,358 161 13,265,666 
52,789,240 106 3,952,605 
56,976,047 118 4,335,204 
31,205,620 207 17,963,260 
$55,387,796 


$262,065,547 “870 


| 
70 \ 
PER LB. 
60 
1926 
$D-4,226 
*653 
D-4,485 
D-463 
1,317 
D-503 
*722 
D-839 
Year 
413 
223 
1924... 324 
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automatic, the operatives having only to 
keep the shuttles filled and to mend any 
breaks that occur in the warp threads as 
the cylindrical beam reverses itself and 
slowly unwinds on a similar beam of finished 
cloth. 

The dyeing process, performed in a series 
of large vats of wood or copper, may come 
at this stage, or it may have been done 
before the wool was spun, or in the yarn 
before weaving. 

A variation of this process is required 
for “worsted” goods, which are distin- 
guished from “woolens” in that the fibers 
are not only carded, but are then “combed,” 
or straightened out much more carefully, 
with the short fibers eliminated. The re- 
sulting yarn is drawn much harder, and 
the worsted cloths have a harder finish. 

Examples of worsteds are serges, 
finished and unfinished  worsteds, 
fancy worsted suitings and gabar- 
dines. Typical “woolen” fabrics, 
displaying a coarser weave and a 
softer finish, are cassimeres, cheviots, 
meltons, homespuns, tweeds and flan- 
nels. It should be kept in mind that 
the sharp distinction between these 
two major products of the industry 
is not in the material, but in the 
extra combing process and the harder 
yarn twist. “Woolen” cloth may also 
contain cotton or “shoddy” (reworked 
wool), but “worsteds” invariably con- 
tain all virgin wool. 

Finishing the cloth may involve 
countless different processes designed 
to give a soft or hard surface, smooth 
or rough, napped or felted. 

If anyone has gathered the impres- 
sion that the depressed conditions and 
style changes have rendered the wool- 
en industry of minor importance, an 
examination of the government cen- 
sus statistics will be surprising. 

According to the special biennial 
report published a few months ago, 
and covering the calendar year 1925, 
the value of woolen products at whole- 
sale in that year amounted to more 
than $1,199,000,000. This compared 
with $1,313,000,000 in 1923, $889,000,- 
000 in 1921, $1,235,000,000 in 1919, and 
$464,000,000 in 1914. Considering both price 
fluctuations and business cycles, this cer- 
tainly is not an unfavorable showing. 

Of the 1925 total, woolen goods made up 
$362,000,000 and worsted goods $596,000,000. 
In the early years of the industry, coarse 
woolens were the principal product, but 
later the harder worsteds took the lead. 
Recently, however, the bringing out of fancy 
woolens in new designs, including sports 
clothing material, has again stimulated that 
branch of the industry. 

Here is illustrated the advantage of the 
small mill which can adapt itself to chang- 
ing styles. The average woolen mill in 1925 
had a production of approximately $720,000, 
while the average worsted mill turned out 
$1,800,000. The average woolen mill em- 
ployed about 130 workers, and the worsted 
mill 300. The number of establishments in 
both classes, however, is on the decline. 

Suitings, dress goods, overcoatings, and 
cloakings make up over half of the woolen 
manufacturing industry. The remainder is 
scattered among several products, including 
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blankets, which in 1925 had a value of $24,- 
000,000; upholstery goods, $34,000,000; flan- 
nels and shirtings, $4,000,000; carpets and 
rugs, principally wool, $189,000,000; wool- 
felt hats, $9,000,000; other wool-felt goods, 
$44,000,000, and wool shoddy, $21,000,000. 


Center of the Industry 


HE industry is, and always has been, 
concentrated in New England and the 
Central East. Massachusetts produces ap- 
proximately 31 per cent of the total for the 
entire country, Rhode Island 15, Pennsyl- 
vania 14, New Jersey 9, Maine 7, and Con- 
necticut 5. These states alone account for 
more than four-fifths of the United States 
production. 
The outstanding company in the industry 


Copyright 1912, American Woolen Company, Boston 
Weaving staple worsted suitings on one of the most 


up-to-date looms in New England 


is the American Woolen Company, with 
headquarters in Boston, which was organ- 
ized in 1899 to consolidate the business of 
several other concerns whose establishment 
dated back to the early days of the industry. 
It owns and operates cver fifty mills, lo- 
cated principally in New England. In 1916 
the company was reincorporated under 
Massachusetts laws. 

Its 7 per cent preferred stock paid divi- 
dends without interruption for twenty-eight 
years, a record equaled by few industrial 
companies anywhere. During the war there 
was a greatly increased demand for wool 
clothing and blankets. The common stock 
was one of the famous “war brides,” soar- 
ing from 12 in 1914 to 169% in 1919, and 
paying liberal regular and extra dividends. 
However, the depression of 1921 caused 
heavy losses, and although the company con- 
tinued to pay the common dividend out of 
its substantial surplus, this was passed in 
1924. In order to conserve working capi- 
tal, the preferred dividend was likewise 
passed in July, 1927. 


This company furnishes another illustra- 


tion of how a general depression changes 
stable earnings into deficits, affecting “big 
business” as seriously as it does the small 
farmer or merchant. The company’s annual 
net profits or losses, after depreciation and 
other charges, but before dividends since 
the war have been as follows: 


Net Profit 
$11,779,804 


600,112 


$36,877,407 $11,170,266 


On Dec. 31, 1923, the company had a 
profit and loss surplus account of $33,596,- 
726, which by Dec. 31, 1927, had been 
reduced to $15,175,425. | Meanwhile 
shares of the common stock declined 
from the 1919 high of 169% to 18% 
last year, and are now selling around 
22, while the preferred stock declined 
from a high of 111% to 46% last 
year, and is now around 55. _ This 
shows the troubles with which the 
leading company in a great industry 
has had to contend during a period 
of economic as well as_ fashion 
changes, and the heavy losses suf- 
fered that were quite beyond its con- 
trol. 

New interests and management are 
now in control of the company, and 
its recovery from a deficit of $4,225,- 
845 in 1926 to a net profit of $600,- 
112 in 1927 is truly remarkable; the 
more so when account is taken of 
the disastrous floods in New England 
last fall, which deluged some of the 
company’s mills and caused charge- 
offs against the year’s operating 
profits of over $500,000. 

The balance of profit shown repre- 
sents, on the capital investment at the 
beginning of the year consisting of 
$50,000,000 in preferred stock, $40,- 
000,000 in common stock and a sur- 
plus of $15,597,022, a return of only 
57/100 of one per cent. However, 
American Woolen is adhering to its tradi- 
tional policy of keeping its mills in first- 
class condition and its working capital strong, 
and is expecting much better times. 


Future Outlook Is Fair 


AW wool prices have held steady and 

firm during the past month. Measured 
by Dun’s composite index of ninety-eight 
grades in the Boston market, there has been 
an increase from around sixty-four cents 
per pound one year ago to over seventy-five 
cents at the present time, bringing the cost 
higher than it has been in more than two 
years. 

Rising markets usually benefit the manu- 
facturer temporarily, since they stimulate 
purchases of goods and may give an inven- 
tory profit in addition to the regular manu- 
facturing margin. When the goods made 
from cheaper raw material are sold, how- 
ever, the product made from materials pur- 
chased at prevailing costs must be marked 
up, or else the difference will come out of 
the manufacturer’s margin of profit. 


(Continued on page 915) 
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As Cartoonists View Events of the Day 


“It’s Coming Up! I Should Worry.’—Morris in the “Steady! Don’t Get Nervous! Can't Ye See It’s Only a Political 
Jersey Observer Circus Parade, and you've Seen ’Em Before, Haven't Ye?’— 
Morris in the Hartford Courant 
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It Bounced Out of His Hand—Dorman H. Smith in the An Unemployment Situation —Spang in the 
Chicago Herald and Examiner Montgomery Advertiser 
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The Fellow In Between 


By DON KNOWLTON 
The Union Trust Company, Cleveland, O. 


Are Banks Paying Enough Attention to the Man Who Is Fight- 
ing His Way to the Top on an Income of from $5,000 to $10,000 
a Year. How a Little Help at This Stage May Reward the Bank 
When the Customer Finally Attains Success and Prosperity. 


HE average bank today is prepared 

to give maximum service to the man 

at the bottom and maximum service 

to the man at the top, but little, if 
any to the fellow in between, although he 
is the one who eventually comes to the 
top and represents in the long run the bank’s 
most profitable accounts. 

The great mass of depositors needs little 
more actual banking service than that repre- 
sented by a savings account, a household 
checking account, and a safe deposit box. 
These things they can get at virtually any 
bank. Out of the great mass of depositors, 
however, there are constantly arising a num- 
ber who possess the ambition and capability 
to advance financially. They represent the 
class with incomes of between $5,000 and 
$10,000 a year, and range generally between 
the ages of thirty and forty. They are men 
who are “on the make”—who are fighting 
through toward the top. These are the men 
in between. 


We do not do a great deal for a man in. 


between. We are not anxious to lend him 
money, because we lend money only to peo- 
ple after they have obtained enough prop- 
erty so that they can give us ample security. 
We perhaps are not interested in him from 
a trust standpoint, because his estate is too 
small to bother with. We are not aggres- 
sively interested in him from a bond stand- 
point, because his bond purchases are made 
in small amounts. It is all right to sell him 
bonds, if he comes into the bank to buy, but 
it is hardly worth while sending a salesman 
out after him. We are interested in making 
him a real estate loan only after he has 
acquired sufficient equity in his home so that 
we can lend on an absolutely secure first 
mortgage basis. 


The ‘‘In Between”’ Stage 


N short, we are inclined to neglect him 

until he has passed through the “in be- 
tween” stage and come out at the top. We 
welcome him as a customer while he is 
still at the bottom—when we have his sav- 
ings account, his checking account and his 
safe deposit box, which we can handle as a 
matter of routine, without much individual 
attention upon our part. But, when he be- 
gins to progress above this stage, instead of 
staying with him and giving him the full 
benefit of our experience, our best judg- 
ment, and such extra service as we can offer 
him, we adopt a peculiar stand-offish atti- 
tude, and say, “Go to it, young fellow. If 
you make a go of it, we are for you, but 
you will have to do it by yourself.” 

We are much like the father who brings 


his son up to the age of fourteen and then 
throws him out into the world; saying, “Go, 
make your fortune. If you succeed you will 
inherit my house. If you fail you’ll get no 
further help from me.” 

I think that many of the criticisms of 
banking in general originate in the class of 
men “in between”—young, ambitious chaps 
who did not get from their bank what they 
thought they were entitled to receive. And, 
I feel that to a certain extent their com- 
plaints are justified. 

Of course, we cannot lend without secur- 
ity, we cannot handle estates at a loss, we 
cannot send salesmen out to sell hundred 
dollar bonds. But, I do not think that the 
man in. between expects us to perform for 
him any service which would represent an 
unprofitable operation on the part of the 
bank. He too is in a business or a profes- 
sion, and a little painstaking explanation 
will suffice to convince him of the limitations 
within which banking must be done. 


Guidance is Needed 


HE man in between expects from his 

bank—and has a right to expect from his 
bank—a certain amount of personal guid- 
ance in financial and business affairs. He 
has ambition, he has energy, he has ability. 
What he needs in many cases is a definite 
program of financial. advancement—some- 
thing that will tell him how the thing is 
done. We tell the man in between what he 
cannot do, but we do not tell him what he 
can do and ought to do. 

For the people in the lower stratum of 
depositors, that is, on the purely savings 
side, we have our budgets, and our officers 
who consult with savings depositors as to 
the best way to apportion their family in- 
comes with a view toward increasing their 
savings accounts. But there we stop. Why 
not go ahead and outline, in just the same 
way, a complete program of financial achiev- 
ment for the man in between? 

Let us examine a bit more closely this 
man whom we will call John Jones. When 
we first noticed him, he was about thirty- 
three. He was making about $4,500 a year. 
He had a wife, one child, and an old car. 
He lived in an apartment. He had been 
married for four years. Three times he had 
saved up $400 or $500. The first accumula- 
tion went when he got married, the second 
was lost in a poor investment, a speculative 
stock that went the wrong way, and the 
third was used at the time Junior was born. 


Since that time the Joneses had not been able 
to save a cent. 
The Joneses went about a 
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great deal. 


They entertained at least two nights a week; 
they went to parties at the homes of their 
friends; they had a maid; they went to the 
theatre; they tried to dress fairly well; 
they felt that they must keep up appearances. 

Jones was satisfied with his job. He felt 
that he was “on the make.” He was confi- 
dent that within a few more years he would 
get a really good chance in his company. 
But in the meantime both Jones and his 
wife were utterly baffled by their inability 
to get anywhere financially. Jones was tired 
of paying rent. He wanted to own his own 
home. His wife wanted a new car. They 
knew that some day they must send the boy 
away to school—they ought to be saving 
money for that. But somehow, between 
grocery bills and department store bills and 
rent and car repairs and a thousand-and-one 
other things, there simply wasn’t any money 
left over. 

The first thing that Jones needed was, of 
course, the type of service offered in the 
ordinary budget department of a bank. But 
he didn’t know that. He thought of the 
budget department as something for the 
poor working girls or day laborers for it 
had not been presented to him as a help for 
a business man. So he did not take his 
financial troubles to his bank. 

Meanwhile he knew that, on his income, 
there was some way out. Look at the Simp- 
sons across the street. Simpson did not 
earn any more money than Jones did, yet 
he owned his own home and drove a new 
car. How did he do it? 


A Helpful Banker 


Jig aed suppose Jones at this point came 
into contact with Brown, the vice-presi- 
dent of his bank, and that Brown was par- 
ticularly interested in following through the 
problems of the men like Jones. 

In the first place, Brown induced Jones to 
analyze his household expenses, and finally 
showed Jones in black and white that his 
necessary expenses on his current basis of 
living were only a very little less than the 
amount of his salary. He persuaded Jones 
to move to a cheaper house, resign from his 
club, cut down on his expenditures for rec- 
reation and clothes, and open a savings 
account in which he deposited each pay day 
enough to account for his fixed expendi- 
tures, that is rent, insurance, etc., plus a 
certain amount for permanent savings. He 
made Jones report to him with fair regu- 
larity. At the end of a year Jones was out 
of the woods, with bills paid and a little 
money left over in the bank. 

(Continued on page 916) 
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The Diary of a Trust Officer 


The Pathetic Case of the French Woman Whose Love for Her 


Wayward Son Brought Her to Poverty and Distress. 


An Alert 


Young Man, from his Position in South America, Builds Up 
Here a Substantial Nest Egg. Oil Riches Separate a Couple. 


APRIL 9. 
ODAY we sold the single asset in 
the estate of Marie Charbonnett. 
Marie was an aged French woman, 
who for several years had maintained 
a tiny gift shop in an obscure part of the 
city. This shop was small and dark, and 
carried a limited stock of embroideries, 
fancy work and remnants of 
French finery left from a 
large shop formerly owned 
by her. One evening Marie 
was walking home from her 
shop, and, apparently blinded 
by the snow and _ sleet, 
stepped in front of a large, 
fast-moving automobile. She 
regained consciousness only 
long enough to gasp out her 
name and address, and the 
next day the newspapers 
carried the story of another 
automobile fatality. 

There was no will found, 
and so for a time in the tiny 
shop the blinds were drawn 
and the door locked. One day 
some of her faithful friends, 
discovering the lock broken 
off the door, entered and 
found that most of the more 
valuable articles has been 
carried away. Investigation 
proved that her son, an only 
child, had, on learning of 
his mother’s death, returned 
to the city and had taken 
the most valuable articles 
from the shop, sold them, 
and used the money for him- 
self. 

Little by little, from vari- 
ous sources, we learned 
Marie’s story. She _ had 
maintained a very exclusive 
French shop in the heart of 
the city in her more pros- 
perous days, and many 
wealthy women were her 
customers. It seems she 
could not resist the fre- 
quent demands of her way- 
ward son for money, and as his 
demands increased her fortunes 
decreased, until in her old age 
all that was left of her smart 
shop and her wealthy clientéle 
was this tiny store and a few loyal friends. 
When her son realized that his mother 
could no longer supply him with funds he 
left the city and was not heard of for 
many years. Learning of his mother’s 
death, he returned to the city to get what 
he could of his mother’s estate. 

So, the pitiful remainder of her stock of 
goods was sold today, and out of the pro- 


ceeds, after the payment of her funeral ex- 
penses, there will be scarcely enough left to 
erect a simple stone as a marker of the last 
resting place of Marie Charbonnet, whose 
love for her wayward son brought her from 


“He Had Taken the Most Valuable 
Articles.” 


a life of happiness and prosperity to one of 
poverty and distress, and an untimely grave. 


APRIL 10. 
ODAY in the first mail I received a let- 
ter postmarked “Buenos Aires, Argen- 
tine,” arid instantly I visualized the writer 
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as I saw him last—a young man in his early 
twenties, full of enthusiasm, eager for ad- 
venture. He was leaving to try his fortunes 
in South America, and as he came in to tell 
me good-bye he said, “Mr. Jones, I am leay- 
ing all my property in your charge. | shall 
perhaps not see you again for several years, 
but I have implicit faith in you and your 
company, and I know that you will take care 
of things here for me.” 

Harry Burtson, for that was his name, 
had just signed an agree- 
ment giving our trust com- 
pany power of attorney. He 
was sailing to South Amer- 
ica in the employ of an east- 
ern company. Each month 
since he has been away the 
company sends us $100 which 
we deposit in his savings 


account. As soon as $500 
has accumulated we _ with- 


m = » draw it from his account 
and buy a bond for him. 

Not very long ago his 
father, who lives in_ this 
city, was desperately in need 
of funds, so Harry wired us 
an order to withdraw $500 
from his investment account 
and pay it to his father. He 
is wisely letting this money 
accumulate until he returns 
to the States, when he expects to have a nice 
sum laid by with which to go into business 
for himself. 


An Appreciative Customer 


UITE often I receive letters from 

Harry, full of satisfaction at the man- 
ner in which his account is being handled 
and full of appreciation of the service which 
we are rendering for him. 

Harry also owns an undivided interest in 
some income producing property. Our power 
of attorney covers the maintenance, care and 
protection of this property; also authorizes 
us to develop it. We have been collecting 
the income from this property for Harry 
during his absence, and while this is an un- 
usual service, we know that it is appre- 
ciated, and the investments all seem to be 
working out to his interests. When he re- 
turns to the United States he will have ac- 
cumulated a considerable sum, and his in- 
vestments will have increased in value many 
fold. 

We know a certain young lady who is 
also awaiting his return, and we expect to 
have a hand in helping to buy and furnish 
a home for them when this happy romance 
is culminated. This young lady is also deep- 
ly interested in the growth of Harry’s in- 
vestment accounts, and we know that this 
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couple will fulfill the age-old story—“that 
they will live happily ever after.” 


The Case of Mrs. Denning 


APRIL 11. 


RS. ROSE DENNING came into my 

office this morning to check up on her 
account. Mrs. Denning is one of the most 
picturesque figures in our city. She has been 
coming into the trust company for some ten 
years or more, and during that time I have 
become very well acquainted with her. Born 


to a life of pov- , 
erty, she was very > 
poor until reaching 
womanhood. Then, 
after working her 
way through the 
normal school near her home, 


she began to teach. After a a. 
few years of school work —> 
she married. Her husband 


was a man of good charac- 
ter and reputation, but very, 
very poor. 

For ten years the Dennings struggled 
along on a small farm, eking out a miser- 
able existance, until one day oil was found 
on the uphill prairie land where they had 
been living. At once money began to pour 
in, and they were able to indulge their ex- 
travagant tastes and buy things the like of 
which they had only dreamed of before. 
Still the money came in, and they gave up 
their humble home and moved into the city, 
where they established a beautiful residence. 

For a time all this seemed as unreal as a 
dream to the Dennings, but as time went on, 
and the checks from oil came regularly, they 
became accustomed to a life of ease and 
comfort, and it was then that Mrs. Denning’s 
social desires began to assert themselves. 
She became interested in society, and began 
to entertain lavishly, so that social activities 
seemed to occupy her entire time. Her hus- 
band was of a different nature, and he could 
not adjust himself to the new conditions. He 
had no social interests whatever, but pre- 
ferred to roam around the country, and in 
his wanderings absented himself from his 
family for months at a time. 

In this way the Dennings grew farther 


and farther apart. Within a period of 
a few short years they realized that it 
would be impossible for them to live to- 
gether peaceably and happily, and they 
decided to separate and live apart. Under 
their agreement each took one-half of all 
property and oil interests, and as Mrs. 
Denning’s business affairs grew more and 
more complicated, she called upon a friend 
to assist her in the management of them. 
This friend proved unfaithful to his trust. 
It was then that she called upon the trust 
company to take charge of her affairs, and 
executed a power of 
attorney by which she 
authorized the trust 
company to transact 
all business arrange- 
ments. We have han- 
dled her affairs to her 


“One Day Oil Was 
Found on the Prat- 
rie Land” 


entire satisfaction for a number of years. 
Mr. Denning became tired of roaming 
around the country, so he called upon us 
some time ago and made arrangements 
with us to handle a part of his business 
affairs. 

In our contact with both Mr. and Mrs. 
Denning we have found it possible to lay 
the foundation for reuniting these people. A 
complete understanding has not yet been had, 
but we feel sure that as time goes on, 
through the efforts of our officers and the 
intimate knowledge we have of their busi- 
ness affairs and the contacts we have made 
with them that we will be in a position to 
reunite this couple, so that they may spend 
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the autumn of their lives in full enjoyment 
of their cstates. 


APRIL 12. 
Careless Phil Rowland 


came to my office this morning 


and told me her name was Mrs. Row- 
land. Her husband died about six months 
ago, leaving her destitute. They had one 
daughter about nine years of age. Phil 
Rowland in his lifetime was a very easy- 
going fellow. When I first knew him he 
held a responsible position with a very large 
company in this city, and received a very 
substantial salary. He was the type of man 
who never seemed to be satisfied. Some of 
our officers had discussed with him the ad- 
visability of protecting his family with a 
will and a life insurance trust, but he did 
not see the necessity or advisability of doing 
it at this time. He said he had plenty of 
time to think over those matters. 
™) Through some friend in Chi- 
cago, Rowland was induced to 


give up his position in this city and accepted 
what seemed to him a better one in Chicago. 
He did not analyze the proposition carefully, 
and evidently made a mistake, for the com- 
pany with which he associated himself soon 
had financial difficulties and met with seri- 
ous business reverses. 

Phil lost his position, and because of his 
extravagant tastes and his free-and-easy way 
of living he soon used up what surplus he 
had. He was unable to make another sat- 
isfactory business connection, and went from 
bad to worse. The family became in need, 
and thinking that the fields were greener 
farther on, they moved from one town to 

(Continued on page 895) 
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Earnings on Securities 


F it had not been for the earnings on their securi- 
ties the position of many banks in the past five 

years of low demand for commercial loans, the rising 
level of wages and salaries, competition for accounts 
through concessions to depositors in rates and services, 
would have been unsatisfactory. The burden of these 
other factors has been relieved by the steady gain in 
the return on the item of “earnings other than inter- 
est and discount to gross earnings” as it appears in the 
special report prepared by the Federal Reserve Bank 
of New York for the year 1927. 

In 1923 these earnings amounted to 9.6 per cent. 
They have since gone up consistently. In 1924 they 
were 11.5 per cent; in 1925 they were 12.2 per cent; 
in 1926 they were 12.6 per cent and last year they 
amounted to 13 per cent. At the same time the item of 
“losses charged off on securities to gross earnings” has 
decreased from 4.4 per cent in 1923 to 2.6 in 1924 and 
2 per cent down to the present time. 

To show how necessary it has been to have an addi- 
tional increment in the form of profit or return in the 
portfolio of the banks the figures of increases in ex- 
penses and in interest payments since 1924 are given. 
Salaries and wages in the last three years have gone 
from 18.5 per cent of gross earnings to about 19 per 
cent. Interest on deposits has risen from about 36 
per cent to 36.7 per cent. Taxes, however, last year 
were the lowest since the report was compiled but 
there was a slight increase in general expenses. 

So long as the banks can bask in the sunlight of a 
rising market for securities they need not worry greatly 
over their normal expense accounts. We fear, how- 
ever, that this day of easily made profits is approaching 
its“ end. 


Ninety-eight Scholarships 


O man can tell how far a good thought will fly 
out into the world, how many lives it will benefit, 
through what generations it will run. 

In the Educational Foundation of American Bankers 
Association, we see the first radiating of a construc- 
tive thought springing from a desire to render a pub- 
lice service. 

On the basis of that first thought there has been 
subscribed a fund of $500,000 which enables the 
Foundation to place as described in this JouRNAL, 
beginning with the scholastic year of 1928, 98 scholar- 
ships in 34 states. That this fund will be added to 
as the years go by, that more and more young men 
will be enabled to make special studies in banking 
and in economics, and that the public will be the ulti- 
mate benefactor of these studies is a foregone con- 
clusion. 

In it is expected the number of scholarships will be 
increased, and other states will be included in the 
near future. 

This is a splendid beginning of what should be a 
major influence for economic enlightment! 


The Increase in Speculation 


HE total of exact knowledge increases day by day, 

but for all that we have a world of contradictory 
terms and expressions with little prospect of getting 
rid of them. 

There is “the curb,” which in one sense presents a 
picture of the down-and-out character resting in his 
fruitless wanderings on the curbstone, too bereft of 
power and purpose to gain a better place. There is the 
curb market of a few years ago, a noisy group of brok- 
ers or their street men in the middle of Broad Street, 
New York, whose importance in the commercial world 
was not suggested to the casual visitor by the panto- 
mime in which they engaged. 

Five years ago the Curb Market organization ac- 
quired its own building and left the street. Last month 
announcement was made that a seat on the Curb Mar- 
ket had been sold for $90,000. Then it was estimated 
that the total value of the Curb Market memberships 
was in excess of $46,000,000, as against $2,000,000 in 
1921, when the market was moved indoors. 

To what extent may this increase in price be used 
as a yardstick in measuring the increase in national 
prosperity? For that purpose it may be useless, but 
as an index of the growth of wealth and the increase 
in speculation it looms large. 


Evidence of Europe’s Comeback 


N the record of the world consumption of metals 
for 1927 there is evidence of the rehabilitation of 


Europe. She established new records in the consump- 
tion of iron, steel and copper last year, whereas, de- 
spite all of our American activity, the records of con- 
sumption on this side showed a falling off from the 
previous year. 

The Monthly published by the National Bank of 
Commerce, New York, in discussing this trend of 
the market, says: 

“Low consumption in Europe and in other conti- 
nents has been regularly more than offset by greater 
demands in the United States. However, in 1927 the 
reverse of this situation occurred, and it is expanding 
consumption abroad to which the gain in the aggre- 
gate is due. 

‘Assuming that production of steel is a fair measure 
of requirements, European countries forged ahead with 
an increase of ten million tons, while in the United 
States consumption fell off some four million tons 
from the 1926 level. A similar increase occurred in 
European consumption of pig iron. The recovery of 
the European iron and steel industries is a reflection 
of improved trade conditions and the establishing of 
better relations among the various producers. 

“The absorption of copper by Europe in 1927 is 
another forcible example of the restoration of con- 
suming power abroad. Although the aggregate con- 
sumption of this metal in the United States was slight- 
ly lower last vear than in 1926, the demand in Europe 
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was strong enough to offset the decline in this country 
and to establish a new high world record. Substantial 
exports of copper from the United States so far in 
1928 indicate a continuation of the upward trend 
started last year. Slightly lower tin consumption in the 
United States in 1927 was offset by larger consumption 
in European countries. New records have also been 
made in zine and lead because of increased demand 
abroad.” 

While not an infallible barometer, the metals, never- 
theless, constitute a satisfactory barometer and in the 
present case seem to indicate beyond a reasonable doubt 
a healthy trend on the other side of the Atlantic. 


Left Out of the Calculations 


N the final failure of the British scheme to maintain 

an artificial price for rubber under the Stevenson 
Restriction Act, there is a worth-while lesson for the 
advocates of price fixing schemes. The British Gov- 
ernment announces that the operation of the act will 
be suspended on November 1. 

What happened with rubber is what always may be 
expected to happen when production is restricted to the 
end that price may be raised. As soon as a commodity 
price goes to an attractive height, it automatically sets 
into motion forces to break down the restriction. 

When the operation of the Stevenson act had sent 
the price up, small farmers in the Dutch provinces, 
Borneo and Java began to raise rubber. Beyond the 
control of the British, these planters increased the out- 
put of the Dutch provinces from 70,000 tons to 250,000 
tons annually. Then when it became apparent that the 
Stevenson act would hold no longer the big British 
producers began to unload, and the market dropped. 

There is no effective safeguard against a recurrence 
of a comparable situation wherever and whenever an 
attempt may be made to put prices up by artificial 
means. The beginning may be promising and the pros- 
pect for success may be proved, fully and conclusively 
by logic and statistics, but neither logic nor statistics 
are likely to control the small individual. He is look- 
ing out for Number One. He sees a situation that he 
recognizes as advantageous to himself and acts. 

Undesirable and disastrous as overproduction of 
many commodities in this country has been in the past 
—and may be again in the future—there is little likeli- 
hood that a high price obtained by artificial methods 
will fail to exert the same influence that it has had 
upon rubber. 


A Fiat Money Scheme 


HE schemes to create wealth and prosperity by 
issuing more currency are in terms of the florist 
hardy annuals. 

They can be cut down, dug out, blighted with the 
scorn of high-brows, low-brows and practical men, yet 
up they come again. Even now there is in Congress 
a bill which in the last analysis is a fiat money scheme. 
The bill, introduced by Representative Guy E. Camp- 
bell of Pennsylvania, by request of Jacob S. Coxey, of 
“Coxey’s army” fame proposes to provide legal tender 
money without interest secured by non-interest bear- 
ing long term bonds for financing public improvements 
and home building. 

Andrew Mellon, Secretary of the Treasury, in a 
letter to the House Committee on Banking and Cur- 
rency, declares that there is practically no limit to the 
amount of currency that might be issued under that 
bill if it became a law. 


“On Feb. 29, 1928,” Mr. Mellon writes, “the total 
money in circulation of all kinds in the country was 
$4,690,430,100. This amount approximately repre- 
sents the country’s need for currency. A great many 
people do not realize that at a given time and at a given 
price level a country’s need for currency is quite a 
definite thing. If the currency issued very consider- 
ably exceeds that amount, the entire economic adjust- 
ment of the country is upset, beginning with inflated 
prices, followed by a period of falling prices, with at- 
tendant business depression and other economic ills. 

“This bill places practically no limit on the amount 
of currency which may be issued under its provisions, 
thereby giving such currency the most dangerous char- 
acteristics of fiat money, for it is the absence of any 
factor operating to limit the issue which constitutes the 
chief danger of fiat currency. 

“The currency proposed is to be secured by bonds 
of States and their subdivisions, but these bonds are to 
be issued for the express purpose of securing such cur- 
rency. While such bonds are not to be issued to any 
amount in excess of one-half of the assessed valuation 
of the real property (exclusive of improvements), there 
is nothing to prevent the issuance of such bonds by 
each of such governmental organizations based on iden- 
tical property.” 

The bill will, no doubt, die a natural death but its 
introduction is not without some germ of usefulness, 
since it compels the broadcasting from a great pub- 
licity center of a lesson on fiat money. 


The Value of Conference 


HIS is the season of the conventions of the State 

Bankers Associations, meetings that are full of in- 
terest and enjoyment to thousands of bankers who cor- 
rectly regard them as opportunities to get the best 
thought and the best experience from others in the 
same profession. 

The faithful follower of the conventions knows that 
he is getting his money’s worth—not merely in friend- 
ships and the pleasure it gives to meet men of his call- 
ing, but actually and practically his money’s worth in 
ideas, suggestions, corrections and readjustments ap- 
plicable to his bank and his own routine of business. 

“T have made just $4,000 at this conference,” said a 
banker at a recent American Bankers Association re- 
gional conference. He had been listening to a discus- 
sion relative to interest and had become convinced of 
the injustice to the bank of paying interest on deposits 
under $50—injustice because it was stated that all a 
bank can earn on $50 must be used up by the bank in 
taking care of that account. 

He determined to apply that rule in his own bank 
and estimated that its application would save the bank 
$4,000; hence the declaration that he had made $4,000 
by attending the conference. 

But that was not an isolated case, for that banker 
averred that he always made enough out of every con- 
ference he participated in to defray the expenses of 
attendance. 

That is the aim and the object of all conventions— 
to advance efficiency, to examine into new and old 
practices and to enable each banker to put in his bit 
of thought and experience for the common good. If 
more bankers would attend the conferences and con- 
ventions the benefits would be spread over a wider 
area. 

Attend your state convention and also put the Amer- 
ican Bankers Association Convention, Philadelphia, 
October 1-4, on your calendar, now! 
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The Shifting Sources of Minerals 


By C. W. SHORT 


Famous Old Gold, Silver and Copper Fields are Passing and 


the World Turns to New Eldorados. 


Canada’s Strides in the 


Development of Paying Deposits Unequaled at Present Time. 
United States Holds a Safe Lead in Copper, Mexico in Silver. 


OMMERCIALLY, Canada is one 

of the youngest countries, but 

physically it is one of the oldest 

regions of the earth, for there are 
indications that its formation commenced 
before the dawn of life on this planet. 
Through millions of years, and long before 
the existence of man, cataclysmic changes 
were taking place and chemical actions were 
creating a great reservoir of minerals. Now 
it is found that Canada, with a land area 
of about 3,700,000 square miles, has more 
than 3,000,000 square miles of mineralized 
rock and earth. 

About two-thirds of Canada’s mineral field 
is known as the Canadian Shield, a U-shaped 
area that takes in most of the eastern 
provinces, about three-fifths of Manitoba, 
and a fairly large part of Saskatchewan. 
It is underlain with pre-Cambrian rock, one 
of the earliest formations, and regarded 
by geologists as prolific of mineral deposits 
of great variety and extent. Nature, after 
creating this vast laboratory, went a step 
further and leveled it by erosion so that 
it might be tapped without great difficulty. 
In British Columbia and the Yukon, adja- 
cent to the Canadian Shield as it tapers off 
in the west, is another great region, part 
of that richly mineralized mountain system, 
the Cordillera, in which are most of the 
mines on the western side of North America. 

The world demand for metals has grown 
at such a phenomenal rate that Europe now 
draws a large part of her supplies from 
other countries, and the United States, the 
largest producing country, requires practical- 
ly the entire output of her own mines. More 
metal has been used in the last quarter of 
a century than in all preceding time, and 
the leading industrial nations have steadily 
become more dependent upon the newer 
countries, including Canada, whose impor- 
tant position in world mining is shown in 
the accompanying table. 


The Greatest Gold Field 


HE most important gold field, the Trans- 

vaal, contains ore reserves of about 
100,000,000 tons, sufficient to last for fifteen 
years, but the life of this renowned area 
may be further prolonged, as there are also 
in sight some 200,000,000 tons which, while 
low grade, will be made profitable if cheaper 
methods of treatment can be devised, and, 
in addition, there is considerable unpros- 
pected ground. The United States ranks 
second in world production, but has only a 
few important gold mines and the greater 
part of the output is derived from base 
metals. There are large low-grade placer 
deposits in California and Nevada, but ap- 


parently they cannot be operated to any great 
extent under present conditions. Alaska 
and Eastern Siberia are known to have ex- 
tensive gold-bearing gravel beds which may 
be made more productive in future years. 
The once-famous Australian gold fields ap- 
pear to be nearing exhaustion, and, as pros- 
pecting is limited, the decline in output wit- 
nessed during the last few years will prob- 
ably continue. There are vast unexplored 
areas in Mexico, Central America, South 
America, China and the Belgian Congo 
where gold occurs, but so far mining in these 
countries has been difficult, though improve- 
ment has recently been noticeable in the 
first and last-mentioned countries. 

The world’s second largest gold-mining 
area is in Ontario where there are sixteen 
mines, mainly in the Porcupine and Kirkland 
Lake districts and where many other prom- 
ising properties are being developed. The 
ore bodies in these two districts have al- 
ready yielded gold valued at over $200,- 
000,000, more than was mined in the Klon- 
dike, and, while the gold-bearing rock is 
not of great width in some places, it has 
been followed to a depth of over 2000 feet. 
North and west of this field gold has been 
found in four other sections. British Co- 
lumbia and the Yukon have been noted 
principally for their rich placer gold de- 
posits, but gold ores are widely distributed 
throughout the former province also and 
some large and valuable properties have 
been worked. Large areas of land in these 
two regions are still available for the placer 
miner and the hydraulic and dredging com- 
pany, but such operations are not attractive 
under present conditions. 


The Klondike Passing 


HE peak of production in the Klondike 
was passed over twenty years ago, but 
the annval output is from $1,000,000 to 


$2,000,000 and this will probably continue 
for the next ten or fifteen years. A con- 
siderable quantity of gold is recovered from 
base metal ores, and as numerous important 
discoveries of these are being made in 
Canada an increased production from such 
sources is expected. It is practically cer- 
tain that deep mining will be conducted on 
the properties now being worked in On- 
tario, and in view of this prospect and the 
probability that new deposits will be found 
elsewhere the gold-mining industry of Can- 
ada has a brighter future than that of any 
other country. 

Mexico probably will continue for a long 
time to be the world’s most important source 
of silver. Production in that country re- 
sults mainly from native deposits, but most 
of the white metal mined in other countries 
is recovered from copper, lead and zinc 
ores, and as new discoveries of these are 
being made from time to time the silver 
obtained from such sources may be expected 
to increase. In Canada the base metal prop- 
erties contribute the largest share of the 
output of silver, but there are several dis- 
tinctively silver-mining districts, notably at 
Cobalt in the Province of Ontario, one of 
the most famous areas ever known, but now 
less important because of depleted reserves. 
At Gowganda and South Lorraine there are 
some large mines, also in northern British 
Columbia where the metal is usually asso- 
ciated with gold, and at Mayo, in the Yu- 
kon, where the ore is of economic value 
despite the remoteness of the region. 

Iron, the basic metal in industrial life, is 
so plentiful that world steel production at 
the present rate of over 80,000,000 tons per 
annum can go on for centuries before any 
fear of a shortage need be felt, but the in- 
dustry is centered largely in the United 
States and certain European countries be- 
cause of their development of the most effi- 

(Continued on page 917) 


ESTIMATED WORLD PRODUCTION OF MINERALS IN 1926 


Gold 
Fine Ozs. 
9,962,852 
2,189,830 
1,729,000 


Transvaal 
United States 
Canada 
South America .. ........ rr 
(Peru 21,100,000) 
Russia . 992,155 
Mexico 753,682 
Spain 
Australasia 613,697 
Germany and Poland... . 
Rhodesia 594,205 
383,215 
2,279,884 


Silver 
Ozs. 


60,918,000 
21,907,490 
30,639,000 


98,921,000 


11,000,000 


5,127,000 
22,163,000 


Asbestos * 
Short Tons 


Zine 
Short Tons 


Lead 
Long Tons 


Copper 
Long Tons 
638,533 

61,727 


635,000 
125/000 


274,000 


10,000 
200,000 
115,000 
150,000 

75,000 


55.000 
30,000 
9,000 


17,704 
52.942 

212.000 

43,000 
4,000 


95,000 
53,000 
185,000 200,000 394,284 


Note—Complete statistics for 1927 are not available, but from those at hand it appears that there 
were slight increases in all of these minerals excepting silver. 


*1925 
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FINANCING AMERICAN INDUSTRY 


Tr TABLISHED over 44 years ago and incor- 

porated in 1890, is one of the 

best known and most important manufacturers of 

soft rubber goods in the country. Its widely diver- 

sified products are sold by practically every large 

department store in the United States and in most 
foreign countries as well. 


RY in 1926 we sold an issue of 6% Serial Gold Notes for the 
I. B. Kleinert Rubber Company. The purpose of this financing 
was not to furnish additional capital for the Company, but to con- 
solidate the ownership through the acquisition of certain minority 
interests. It is interesting to note, in connection with this financing, 
that in every one of the last 36 years the Company paid a cash 
dividend on its Common Stock greater than the maximum annual 
interest requirement on this issue. In addition to this capital financ- 
ing, we are identified with the short term financing of the Company 
through the sale of its commercial paper from time to 
time to banks in all parts of the country. 


A. G. Becker & Co. 


100 South La Salle Street, Chicago 


NEW YORK ST. LOUIS MILWAUKEE MINNEAPOLIS SAN FRANCISCO 
SEATTLE PORTLAND SPOKANE 


Bonds Short Term Notes Commercial Paper 


When writing to advertisers please mention the American Bankers Association Journal 
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Bonvep Foors do their part in making 
business interiors inviting to customers 
and comfortable for employees. 


In the bank interiors illustrated here, 
floors of Gald Seal Marble-ized Tile— 
in dark sienna and platinum gray— 
give a suitable air of dignity, beauty 
and permanence. Gold Seal Battleship 
Linoleum was used in the general 
working spaces. 

The wide variety of materials and 
colors obtainable in Bonpgep FLoors 
makes possible the distinctive and up- 
to-date appearance which pleases cus- 
tomers; their resilience gives the com- 
fort and quietness which makes for 


high efficiency among workers. They are easy underfoot 
and, because of their excellent insulating quality, warm in 


OLD COLONY TRUST CO. 
Boston, Mass. 
Architect: Harold Field Kellogg 
Contractor: Boyle Robertson Co. 
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winter and cool in summer. They are 
ideal for re-flooring as well as for new 
buildings—they can often be installed 
right over old wooden or concrete floors 
at a considerable saving. 

Bonpep FLoorsare alwaysan econom- 
ical investment. Our prices are competi- 
tive and we can and do stand sponsor for 
both materials and workmanship. 

A Guaranty Bond, issued by U. S. 
Fidelity and Guaranty Co., is available 
with every Bonpep FLoor installed ac- 
cording to our rigid specifications. It is 
tangible assurance of long years of 
satisfactory, economical service. 

Write our Department W for samples, 


estimates and full information on resilient floors for use 
in modern business institutions. 
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A New Type of Bank Account 


By W. R. MOREHOUSE 


Vice-President, Security Trust and Savings Bank, Los Angeles 


Each Depositor Receives Interest and Pays to the Bank the 
Actual Cost of the Upkeep of His Account Plus a Small Fee for 
the Bank’s Work. An Improvement on the Old Flat Service 
Charge Plan. 


EARLY all banks that are charg- 

ing for their checking service 

have adopted a flat fee on all 

accounts with balances under a 
fixed maximum amount. This is a step in 
the right direction, and it is serving a good 
purpose. At least, it facilitates clerical work 
in levying the fee. However, there is room 
for improvement. 

The principal weakness in the flat fee plan 
is that the most desirable of the depositors 
are charged more proportionately for the 
amount of service they receive than are 
the least desirable, because all are grouped 
in one class and all are charged the same 
fee. 

Recently I asked a banker friend to let 
me examine the ledger sheets of one hun- 
dred of his small checking accounts on which 
he was making a flat charge of fifty cents 
a month. In order that this test might be 
fair to all concerned, I insisted that he hand 
me the sheets just as they had been filed 
away in his vault. 


What the Files Showed 


HE first sheet I examined showed that 

the depositor during a certain month 
had drawn five checks, had made two de- 
posits, and had a minimum monthly balance 
of $27.86. The next showed that the second 
depositor had drawn during the month thirty 
checks, made two deposits, and had a mini- 
mum balance of only $13.21. Both de- 
positors had been charged a flat monthly 
service fee of fifty cents each. Looking 
back over the past record of the two ac- 
counts, I found that they had maintained 
about the same differential from month to 
month. 

Granted that a bank has a legal right to 
charge each customer any reasonable sum 
as a service fee that it may elect, regard- 
less of what it charges other customers, in 
doing so it may fail to do full justice to 
itself, to say nothing of its dereliction in 
charging its most desirable small custom- 
ers (if these small customers can be called 
desirable) more than its least desirable. In 
the two cases cited, the depositor who had 
by far the better balance and who drew only 
five checks against thirty for the other de- 
positor paid for the service he received at 
the rate of ten cents a check, while the 
depositor whose account was less desirable 
paid for the service he received at the rate 
of 1% cents a check. 

Assuming that a bank should collect five 
cents for handling each item, if it is to 
make a reasonable profit, it lost $1 on the 


Every Account Yields Profit. 


depositor whose account was the less de- 
sirable of the two. 

Without entering into any lengthy discus- 
sion of what is fair dealing as between a 
bank and its depositors, it is clearly evident 
that any flat charge system will favor the 
least desirable of a bank’s depositors and 
penalize depositors whose accounts are more 
valuable. 

As an improvement on the present sys- 
tem, I suggest that the flat fee be used only 
as a base, to which a bank will add an 
additional amount for each item over a fixed 
number for any one calendar month. 

Let us assume that the depositor who 
drew five checks received a full fifty cents’ 
worth of service, for in addition to the 
convenience of being able to check against 
his balance, his funds were protected against 
loss by robbery or fire. If this is logical 
reasoning, then it is reasonable to assume 
that the depositor who drew thirty checks 
received much more than fifty cents’ worth 
of service. 

As a basis for an improvement on the 
flat charge system, all small checking ac- 
counts under a fixed maximum balance will 
be charged the flat fee of fifty cents a 
month, this fee entitling the depositor to 
draw as many as ten checks a month. But 
for all checks in excess of ten in any cal- 
endar month, an additional charge will be 
levied at the rate of five cents for each 
check. 

If the proposed improvement were in 
effect, the more desirable of the two de- 
positors referred to would have paid the 
flat fee of fifty cents, as he did not exceed 
the ten-check limit, while the less desirable 
of the two depositors, who drew six times 
as many checks, would pay $1.50 instead 
of fifty cents. Of this charge, fifty cents 
represents the flat fee for ten checks, the 
additional $1 is for the twenty checks in 
excess of those provided for under the fifty- 
cent charge. We will assume that it cost 
the bank more than fifty cents to carry his 
account. But in fairness to him, let us see 
if $1.50 is too much for him to pay. His 
balance showed a minimum of $13.21, an 
amount far too small to be of any value 
to the bank. Therefore this phase of his 
account can be dismissed from further con- 
sideration. The account had no value from 
the standpoint of funds available to the bank 
for lending purposes. For $1.50 he received 
full protection for his funds, plus the con- 
venience of drawing on them in thirty dif- 
ferent amounts as required, each check pro- 
viding him with a legal receipt of payment. 
Had he been obliged to pay the amounts 
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Tests Successful. 


in cash, by mail, or in any other way than 
through a bank account, it would have cost 
him at least three times the small charge 
of $1.50, in time, effort and expense. 


The Bank’s Gain 


Y levying a flat charge plus an addi- 

tional charge on checks in excess of 
ten, the bank would have increased its in- 
come 100 per cent, and the increase would 
have been paid by the depositor, who re- 
ceived full value in the way of service. 

I then took a group of twenty-five ac- 
counts in consecutive order. They are listed 
as follows, the record covering one calen- 
dar month’s business: 


Flat Charge 
Plus 5c. 
for each check 
in of 10 


Checks Deposits 
Drawn Made 
45 5 
10 


Min. 
Balance 
9 


Service 
Charge 
50c. 


SONNY 


519 104 $581.37 

*Temporary high balance—ordinarily very low 
balance maintained. However, it is shown in order 
that readers may see exactly how the balances of 
small checking accounts fluctuate. 

An analysis of the twenty-five accounts 
discloses that the twenty-five depositors drew 
a total of 519 checks during the month, an 
average of twenty checks each, made 104 
deposits, and had an average minimum bal- 
ance of $23.26. For the service rendered 
the bank collected $12.50, or at the rate 
of 2.4 cents per check, and nothing for 
the 104 deposits. If, as is claimed by bank- 
ers who have studied the cost of handling 
checks, five cents is a reasonable amount, 
allowing one cent as profit to the bank, 
then the bank sustained a loss on seventeen 
of the twenty-five accounts. 


The Yield to the Bank 


N a basis of a flat rate of fifty cents 
a month, plus an additional fee of five 
cents a check on all checks in excess of 
ten a month, the bank would have collected 


12.00 50c. 2.05 
15 9.42 50c. aaa 
10 *106.00 50c. -50 
12 7.41 50c. -60 
26 13.49 50c. 1.30 
21 23.37 50c. 1.05 
20 4.79 50c. 1.00 
31 8.94 50c. 1.55 
10 14.14 50c. .50 
17 12.03 50c. 85 
4 2.79 50c. 50 
10 6.45 50c. 50 
18 16.28 50c. .90 
14 13.89 50c. .70 
34 5.07 50c. 1.70 
10 11.00 50c. 
21 20.70 50c. 1.05 
2 *107.00 50c. 50 
27 9.57 50c. 1.35 
9 16.40 50c. .50 
29 4.36 50c. 1.45 
38 50c. 1.90 
7 *152.00 50c. -50 

= 
. 
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$26.85 instead of $12.50, or 5.1 cents a check, 
which is slightly above the cost plus a one 
cent profit for handling checks. By collect- 
ing the addjtional fee from those who re- 
ceived the @féatest benefit, the bank would 
have increased its income from this source 
more than 100 per cent. 

Anticipating that some bankers might hold 
that a test with twenty-five accounts was 
hardly a fair one, I then took 100 accounts 
and found that the 100 depositors drew 1704 
checks, or an average of seventeen checks 
each, made 325 deposits, and had an aver- 
age minimum balance of $13.60. Again the 
test shows that a large majority of the 
accounts were being carried at a loss, the 
fifty cents a month fee being less than 
three cents a check, while the average bal- 
ance for the 100 accounts is less than was 
the case with the first twenty-five accounts 
analyzed. 

Of course there is some fluctuation with 
accounts, but perhaps not nearly so great 
as one might suppose. Small checking ac- 
counts ranging under $100 run about the 
same. 

It is .very apparent that some kind of a 
service charge is justified. Here there are 
100 small checking accounts with an aggre- 
gate minimum monthly balance of only 
$1,360, split up among 100 depositors. It 
might be contended that it is not fair to 
estimate the value of these accounts on the 
basis of their minimum monthly balances, 
but that their average daily balance should 
be taken. The answer to this is that if a 
bank should undertake to compute the value 
of small checking accounts on the daily 
average balance, it would encounter an al- 
most endless amount of picayunish compu- 
tation, a thing no bank can afford to do, 
and no depositor would want to pay for. 

Each of these 100 depositors made, on 
an average, more than three deposits a 
month, indicating that in come cases fre- 
quent deposits were made in order to keep 
sufficient balances on hand with which to 
meet outstanding checks. 

Irrespective of the amount of the flat fee, 
it can be improved upon, and depositors 
treated more equitably if a flat fee is used 
only as a basis, with an additional charge 
for service in excess of that provided for 
under the flat fee. 


A New Type of Account 


HE indications are that eventually a 

new type of account will come into use 
in the United States. Certain conditions 
will make it necessary. In the main, it will 
be a type that will be used everywhere, with 
minor variations to meet local conditions in 
different communities. 

This new account will be interest bearing, 
a cross between the present non-interest 
bearing commercial account and a savings 
or time account. The terms of this hybrid 
will be more favorable to all concerned 
than its predecessors. It will be fair to the 
depositor and bank alike. 

The public is now demanding interest on 
unemployed funds as never before, and is 
getting it, even on what were formerly strict- 
ly commercial accounts. The indications are 
that bank depositors will continue to de- 
mand interest and continue to get it. 

The sale of war bonds not only taught 
many people to invest a part or all of their 
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savings in securities earning a higher rate 
of interest than.is paid on savings accounts, 
but it also taught commercial depositors that 
it was good. business for them to convert 
a part of their “tinemployed commercial bal- 
ances into interest-bearing accounts. Con- 
fronted by this new demand for interest 
on heretofore idle funds, the day seems to 
be passing when commercial depositors with 
large balances will be satisfied for any 
length of time without receiving interest on 
their surplus funds. 

According to the last published report of 
the Savings Bank Division of the Ameri- 
can Bankers Association, in 1919, 54 per cent 
of all individual deposits in the United 
States were commercial and 46 per cent were 
savings. In 1927,.only eight years later, 
the situation was reversed, with 53 per cent 
of all individual deposits savings and 47 
per cent commercial. Instead of trailing 
commercial deposits, 8 per cent, savings 
deposits are now leading commercial de- 
posits 6 per cent. 

This same report shows the trend of sav- 
ings deposits in national banks, which is 
very illuminating. Nearly one-seventh of 
all individual deposits in the United States 
are in the savings departments of national 
banks, which would seem to indicate that 
large amounts, which ordinarily would have 
been deposited in commercial accounts, have 
been transferred to savings departments in 
national banks. 


Trend of Savings Deposits 


NOTHER indication of the trend of 
commercial deposits is disclosed by 
comparing recent growth in various bank- 
ing systems. During the past eight years 
national banks have acquired a greater ag- 
gregate of savings deposits than either the 
long-established mutual savings banks or 
the state banks, although both have: larger 
savings deposits than national banks, and 
if the present rate of increase is main- 
tained for a number of years, national banks 
will have more savings deposits than any 
other banking system in the United States. 
Another indication of the trend of de- 
posits from non-interest bearing to interest 
bearing is seen in the financial statements 
of the large so-called commercial banks. 
The one outstanding thing that immediately 
arrests attention is the rapid increase of 
savings deposits. It is not uncommon to 
find large commercial banks showing from 
30 per cent to 40 per cent of their deposits 
in their savings departments. 

At first thought this transition of deposits 
would seem to forecast the doom of strict- 
ly commercial banking. Perhaps it does, 
as we know commercial banking at the pres- 
ent time. But methods of business change 
and commercial banking is no exception. 
It is not unreasonable to assume that the 
gradual change that is taking place may be 
for the best. A new type of commercial 
banking, in a few particulars at least, may 
be a step in the right direction. In fact, 
it may place banks on a more stable earning 
basis than at present. 

With the demand for interest on bank 
balances on the increase, it is squarely up 
to banks to meet this demand and in doing 
so protect their income. This might be done 
in a number of ways. One would be for 
banks to revamp their present accounts to 
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meet the new condition. Experience, | be- 
lieve, favors introducing an entirely new 
account under a new name instead of try- 
ing to acquaint the public with a patched- 
over old account. 

As every banker who has studied psy- 
chology knows, there is an inclination on 
the part of many depositors to view with 
suspicion the revamping of an old account. 
Naturally, they suspect that in the revamp- 
ing they have lost certain rights and bene- 
fits. For this reason it is advisable to intro- 
duce an entirely new account, giving it a 
title signifying its principal features. 


The Proposed Account 


adoption of a_ universal interest 
bearing account automatically settles the 
long-discussed question as to which accounts 
are profitable and which are not. By placing 
every account on interest and by charging 
every account with the actual cost of up- 
keep plus a fair profit, all of a bank’s ac- 
counts are profitable. Each account must 
be of such character as to enable a bank 
to make a profit on it because of the bal- 
ance maintained, or a charge covering up- 
keep plus a reasonable profit is-levied against 
the balance. 

The proposed account will be in two 
classifications, the distinction being as to 
whether or not the balance is payable on 
demand or is subject to notice of intention 
to withdraw. This subdivision is necessary 
in order that the bank may regulate the 
lending of its funds as between demand loans 
and time loans. Interest rates and percent- 
age of cash reserve will also be determined 
by the same rule. Demand funds will bear 
a less rate of interest than those in the time 
division. The method of computing interest 
will be identical in both classifications. In 
order to simplify the computation of interest 
it will be computed on the smallest balance 
for any one day during the calendar month. 
There will be no days of grace allowed 
within which time to make deposits, nor any 
special privileges. In fact, under the pro- 
posed account all necessity for interest ad- 
justments are eliminated. 

Although all accounts will be interest ac- 
counts, a large majority of those that are 
active will not earn sufficient interest to 
offset the upkeep charges plus a fair profit 
to the bank. Only when dormant will a 
checking account with a balance of $100 or 
less ever earn more interest than the charges 
against it. However, whether a checking 
account does or does not is entirely under 
the control of the depositor, and he can 
determine this point by the amount of ser- 
vice he utilizes. For example, from the 
minimum monthly balance will be deducted 
the legal reserve, and upon the remainder 
interest will be computed. Offsetting this 
credit will be a debit represented by upkeep 
charges plus a reasonable profit. If the 
debits are less than the interest credit, the 
difference will be credited to the account as 
interest. If they exceed the interest credit, 
then the difference will be debited to the 
account. 


The Upkeep Costs 


PKEEP costs will consist of all ex- 
penses incurred by the bank in han- 
dling the account, such as collection, float, 


(Continued on page 895) 
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7 HE LARGE NUMBER OF BANKS now using 
the Illinois Merchants Trust Company for their Chicago business. 
denotes the high esteem in which this institution is held in bank- 


ing circles—both in this country and throughout the world. 


ILLINOIS MERCHANTS TRUST COMPANY 


Capital & Surplus 45) Million Dollars 
CHICAGO 
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merican Express 
Travelers Cheques 


do more_than make your 
patrons funds safe. 


HERE are Express employes in 27,000 different places in the 

United States. They pay taxes, own homes, buy commodities, 
deposit in banks and are an integral part of the industrial fabric 
which makes successful the business of individual banks. 


As Express employes they also serve the banker in another way. 
They constitute a co-ordinated link of service stations for the 
banker’s patrons who carry American Express Travelers Cheques. 


In the emergency of lost funds, stolen Travelers Cheques, motor 
breakdowns....in the necessity for important local information, 
choice of hotels, etc., they are always conveniently at hand and al- 
ways helpful. 


CARIN _D 


Tins year promises to be 
a greater travel season 
than any before. Reser- 
vations cannot be made 
tooearly. Urge your clients 
to plan ahead. Steamship 
tickets, hotel reservations, 
itineraries, cruises and 


tours planned and booked 


Travelers Cheques are safe and spendable funds at ail times, but 
their test comes when a crisis arrives and immediate service is needed. 
It is the ever present proximity of this wide flung Express organi- 
zation in both the United States and foreign lands at a crisis, which 
gives American Express Travelers Cheques their unique value. 


To the banker who wishes his patrons to be protected away from 
home as carefully as he protects them at home, we offer the extra 
service which goes with American Express Travelers Cheques. 


travelers Cheques 


to any part of the world 
by the American 
Express Travel 
Department 


When writing to advertisers please mention the American Bankers Association Journal 


AMERICAQS 
EXPR 


Slipshod Bank Direction 


By J. S. LOVE 


Superintendent of Banks, State of Mississippi 


A Study of the Numerous Failures Throughout the Country 
Shows the Need for Directors Who Will Direct and for Men 
on the Boards Who Understand the Workings of Their Banks. 
It Is Impossible to Make Competent Bankers by Legislation. 


HAT can we do to prevent 
the closing of our bank and 
enable it to carry on? What 
can we do to save our bank?” 

These very pertinent questions were asked 
of me by one of the several directors of 
a country bank in south Mississippi when 
I had called a meeting to consider with them 
the doubtful loans carried in the bank as 
assets, in which there were enough admitted 
losses to absorb the entire capital and sur- 
plus of the institution. 

In canvassing these loans with the mem- 
bers of the board during a conference of 
several hours, I was astonished to find that 
not one of them had any idea of the bank’s 
condition or was at all familiar with its 
portfolio. Those splendid men were actu- 
ally being introduced for the first time to 
the loans being carried by their bank—a 
bank under their direct control and for which 
they were wholly and exclusively responsi- 
ble—and to see the realization dawn upon 
them that they, as directors, were responsi- 
dle for these loans, made by the cashier 
without their knowledge or consent, was piti- 
ful. The situation was, indeed, a tragedy. 
In answer to the director’s question it had 
to be made clear to them that in order to 
save the bank from failure it would be 
necessary for them to pay the amount of 
the losses then existing, which totaled $27,000. 


An Inevitable Plight 


if ems tragedy is one that is sure to occur 
sooner or later to any directors who for 
any reason do not keep themselves fully 
advised at all times as to their bank’s true 
condition and who delegate their authority 
and responsibility as directors to some one 
official. 

The banking profession generally is just- 
ly alarmed by the large number of bank 
failures occurring throughout this country 
in the last several years, and realizes the 
necessity of ascertaining and taking steps 
to remedy the causes of these failures. The 
thinking bankers of the country who have 
made a study of the subject very wisely 
have stressed the need for bank directors 
who will direct, and the importance of hav- 
ing men on the board who fully understand 
the workings of their bank and know all 
about its business. 

My observation as a bank examiner and 
bank commissioner, covering a period of 
more than ten years, convinces me that fully 
75 per cent of the bank failures in this 
country are due primarily to the fact that 
the directors are not fully conversant with 
their bank’s condition or with the details of 
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Banking Tragedies 
M R. LOVE, a_ bank 


examiner and _ bank 
commissioner of long ex- 
perience, has found that 
there is real tragedy in in- 
forming negligent directors 
who have not kept in touch 
with their bank’s affairs 
that loans which their man- 
aging official has made with- 
out their knowledge have 
brought their bank to the 
verge of ruin, and that they 
must dig into their own 
pockets to save the institu- 
tion and themselves from 
disgrace. He presents here- 
with suggestions to avert 
such situations. 


its operation, and that the majority of such 
failures could have been averted or would 
never even have threatened had the board 
of directors functioned as the law contem- 
plates. 


The Way to Success 


HEN a bank functions under the di- 

rect supervision and careful manage- 
ment of its directors, a sound, solvent in- 
stitution is the result, serving its clientéle 
as a bank should, deserving the confidence 
reposed in it—a financial success. And, on 
the other hand, when a bank becomes em- 
barrassed, and it is necessary to call for 
assistance either from neighboring banks or 
from the banking department, it usually de- 
velops that the board has not functioned, 
and the directors have allowed some one 
man to assume the authority that they should 
exercise as a body. 

In other words, it is as a rule the one- 
man bank, whether large or small, that 
finally gets into trouble that drifts upon 
the rocks; and it is the responsibility of 
the bank commissioner, when he observes 
such a tendency, to take the necessary steps 
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—drastic though they may occasionally be 
to correct it. Often the watchful commis- 
sioner detects the tendency in time to save 
the bank, but sometimes it is too late. 

No more painful scene can be imagined 
than when a bank commissioner is called in 
after such a condition has gone too far and 
the directors realize that their bank is 
carrying notes frozen and uncollectible, rep- 
resenting admitted losses—notes in the mak- 
ing of which they had no part, yet for 
which they are responsible, and that for 
the protection of the bank it is necessary 
for them to use their individual wealth, 
frequently the savings of a lifetime, which 
would otherwise have been used for the 
benefit of their homes and families. 

The problem of getting the directors of 
a bank interested in their own institution 
is not only being given serious thought by 
the leading bankers and bank commissioners 
of the country today, but by the lawmaking 
bodies of the various states. They realize 
that a bank, in order to function as it 
should, must be carefully supervised and 
controlled by its directors, and they are try- 
ing to devise some means by which di- 
rectors may be aroused to such keen inter- 
est that they will keep themselves familiar 
with the detailed management of their own 
banks. 

Legislation on this important matter is 
helpful to a certain extent, and in some 
states statutes have been enacted making it 
unlawful for a loan of any consequence to 
be made by the active officer of a bank with- 
out first getting the approval of a major- 
ity of the board of directors, or of a loan 
committee appointed by the board. But it 
is obviously impossible through legislation 
to make competent bankers. This must be 
accomplished by education rather than by 
compulsion, and such an educational pro- 
gram can best be carried out through the 
cooperation of the active officer of the bank 
with the bank commissioner. These two offi- 
cials, working harmoniously, will in most 
cases be able to find a satisfactory solution 
of the problem of the indifferent and un- 
interested director. 


Keeping Directors Advised 


WISE bank executive wants his di- 
rectors to be fully advised at all times 
as to the bank’s condition. And an execu- 
tive of this kind usually finds a, way to keep 
them so advised. He refuses to assume the 
duties and responsibilities that rightfully be- 
long to his board, and, by tact and perse- 
verance, he finally sees that every member 
(Continued on page 899) 


@ 
} 
| 


Can Banks Meet Present Building 
and Loan Competition? 


By H. B. LEWIS 


Vice-President, Kanawha Banking and Trust Company, Charleston, W. Va. 


Regulation of Loan Associations Varies So Widely In Different 
States that the Problem Is a Local One. In West Virginia Such 
Organizations Are Allies of Banks Rather than Rivals. There 
Both In the Average Community of Today. 


Is a Place for 


OR some time, bankers have felt that 

building and loan associations have 

trespassed upon their rights, and I 

regret my inability to answer, either 
in the affirmative or in the negative, the ques- 
tion, “Can Bankers Meet the Competition of 
Building and Loan Associations in Making 
Mortgage Loans?” However, I am a great 
champion of the building and loan associa- 
tion when conducted properly and for the 
purposes for which it was originally in- 
tended, and I believe the answer rests largely 
on the fact that in many states organizations 
are doing business under the name of mutual 
building and loan associations while their 
charters are unlimited as to powers, which, 
in my opinion, makes the subject a local 
problem. 

In West Virginia we have excellent bank- 
ing and building and loan association laws, 
which are enforced, as well as it is possible 
for a banking commissioner to enforce them, 
and I have never heard any criticism of 
laxity on his part. The statute provides for 
the organization of mutual building and loan 
associations, with the approval of the bank- 
ing commissioner. They are organized for 
the purpose of encoufaging industry, frugal- 
ity and home building and saving among 
their members. The stock shall consist of 
two classes, paid-up and installment. The 
money in the treasury is sold or loaned to 
stockholders at or above a minimum pre- 
mium as fixed by the by-laws, and cannot be 
considered usurious. The borrower pledges 
his stock, in addition to a mortgage on his 
real estate, as security for the loan. When 
his stock matures, the loan is automatically 
liquidated. When the dues plus the earn- 
ings equal the par value of the stock, it has 
matured. These associations are prohibited 
from receiving deposits but may borrow in 
anticipation of income for the purpose of 
making new loans. 


West Virginia’s Status 


HE banking commissioner informed me 

a few days ago that every association 
operating in the state was doing a purely 
building and loan business to the best of his 
knowledge. Any attempts to accept deposits 
are vigorously resisted by his department. 
He states West Virginia needs more build- 
ing and loan associations and fewer small 
commercial banks, as many banks in the 
smaller communities are carrying long-time 


real estate paper that rightfully belongs to 
the associations. There is one association 
in the state that uses a method of procuring 
loanable funds which has caused some unrest 
among the bankers, but it is not yet serious. 

In Charleston, the banks and building and 
loan associations are allies, not competitors. 
Many officers and directors of the associa- 
tions are also officers and directors of banks. 
The banks loan freely to the associations 
for the purpose of erecting homes for the 
wage earners and salaried men of the com- 
munity. The banks do not solicit the class 
of loans made by the associations. They do 
not want them and prefer to act as whole- 
salers and permit the associations to act as 
retailers. Many bankers have, perhaps, seen 
an occasional large savings account with- 
drawn and the funds invested in paid-up 
stock of an association. Acts of this nature 
frequently are the cause of bitterness toward 
the associations. But if the banker would 
think first, he would realize that the person 
would not carry a large amount of money 
indefinitely at savings bank rates and would 
invest it sooner or later, as. the banks and 
investment houses have educated the public 
along these lines. Now what is better for 
the bank, a home investment where the 
funds remain in circulation or the purchase 
of stocks and bonds from the financial cen- 
ters wherein the money is used to develop 
some other community ? 


A Different Situation 


HEN we cross the line into a neigh- 

boring state, we find a different con- 
dition. Under the laws of that state, the 
name of building and loan association is 
used for companies that apparently have 
unlimited powers. They accept deposits and 
at times loan on collateral or mortgages for 
any desired time and at such rate of inter- 
est as is agreed upon, without regard for 
the usual building and loan rules. The banks 
feel this competition keenly. 

Perhaps every state has its building and 
loan laws, none of them uniform, and the 
associations operating under those laws are 
either good or bad, according to the laws of 
the states in which located. For these rea- 
sons the problem is purely local. Banks 
located in states that permit unfair competi- 
tion should fight this out with their respec- 
tive legislative bodies, as it does not appear 
at this time that we are all suffering from 
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the same disease. A happy solution would 
be the adoption by all states of a uniform 
building and loan association law, but this 
does not appear feasible at this time. 

Are the bankers entirely free from blame 
in this controversy? It has been my experi- 
ence that borrowers usually go to the banks 
first for their requirements, and if not ac- 
commodated, they naturally go elsewhere. 
Banking in the United States began with 
the birth of the nation. Therefore, the bank- 
ers held the field for many years. Then why 
did those men working in a factory in a 
suburb of Philadelphia, back in 1831, organ- 
ize the first building and loan association in 
America, the general principles of which 
are still followed to this day in our mutual 
associations? Was it not because the bank- 
ing institutions refused to loan them money 
with which to purchase their homes and per- 
mit them to pay back from their weekly 
wages? We assume they did. If the finan- 
cial assistance was refused by the banks, 
those men did the natural thing. 

Why did Congress provide for the organ- 
ization of the Federal land banks and joint 
stock banks? Was it not because the de- 
mand for loans on farm lands was greater 
than our bankers cared to supply? Why 
were the General Motors Acceptance Cor- 
poration and similar organizations started? 
Was it not because the banks did not care 
to absorb all of the installment paper 
offered? Why have the insurance companies 
entered the field for mortgage loans through- 
out the United States? The same answer 
will apply. Therefore, if every building 
and loan association would discontinue busi- 
ness, could bankers take care of the loans in 
their community, and would they? 


Room for All 


HESE things are not mentioned in a 

sense of criticism. On the contrary, in 
my opinion, bankers have demonstrated their 
wisdom and conservatism in not attempting 
to do it all. The bankers have, however, 
acted in the capacity of wholesalers and per- 
mitted other organizations to act as the 
retailers. 

I do not think any plan that can be sug- 
gested will satisfy every banker. The ques- 
tion must be settled by the banks in their 
respective states. The national banks, under 
the McFadden Bill, can make real estate 
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Tested Banking Service 


“Our business relations with you have been extremely pleasant and 
most satisfactory.” 


““Qur connection with your bank has been a long and pleasant one. 
We feel that you have treated our various affiliated corporations 
liberally and have granted them accommodations within reason at 


all times. 


THESE statements by executives of two large manufacturing 
concerns, one of which opened its account with us in 18g0, 
the other in 1908, were prompted by the competent service 
which American Exchange Irving Trust Company has given 
them for many years. 


This Company’s Out-of-Town Office, which is a complete 
banking unit devoted solely to handling the business of out-of- 
town correspondents and their customers, offers tested service 
developed through many years of wide experience. 


This company’s resources of over $600,000,000are sufhcient 
to meet every seasonal demand. 


OUT-OF-TOWN OFFICE 


AMERICAN EXCHANGE 


IRVING TRUST COMPANY 
Woolworth Building, New York 


When writing to advertisers please mention the American Bankers Association Journal 


872 
May, 1928 
| 
| 
= 


The Spring Meeting 


President Preston Suggests the Advisability of a Permanent Home 
for the Association. Proposed Reorganization of the Association 
Along Functional Lines Debated and to be Reported Upon at 


Next Convention. 


HE Executive Council of the 

American Bankers Association con- 

sists of about 137 bankers, exclusive 

of additional members of committees 
and commissions, and every state and terri- 
tory is represented in the membership. 
Twice each year there are presented to this 
body reports on the scores of activities in 
which the Association is engaged, and twice 
each year the work of the Association re- 
ceives a new impetus from the deliberations 
or the positive action of this body. To this 
year’s Spring Meeting of the Council, held 
at Augusta, Ga., last month, there came, in 
addition to the many matters of a routine 
nature, the proposal for a realignment of 
the Association along functional lines rather 
than an organization whose activities are 
primarily segregated along charter lines. 
The proposed changes by which consid- 
eration of banking functions would be in 
the ascendancy in the divisions for ser- 
vice was discussed at length for the pur- 
pose of clarification; but, pursuant to an 
announcement made before the opening of 
the debate, no action was taken. The Com- 
mittee on Reorganization will make a re- 
port at a meeting to be held at the time 
of, the convention in Philadelphia next fall. 
The discussion on this proposition is given 
on another page of this magazine. 

Departing from the custom of permitting 
the presentation of reports without reading, 
President Thomas R. Preston, at the open- 
ing of the first session, announced that leave 
to print would not be granted. 

“That custom will not be followed at this 
Spring Meeting,” he said. “We want each 
chairman and each president to read his re- 
port in full, and if he finds that it is too 
long, he can give us the high lights. We 
will have plenty of time, and you gentle- 
men are the governing body of the organ- 
ization, and you have a perfect right to hear 
the reports of these committees.” 


A Permanent Home 


HE matter of a permanent home for the 

Association was broached by President 
Preston, though not brought up for imme- 
diate action and decision. 

“I am not asking that you give it con- 
sideration now,” he said, “but it might be 
a matter that the Executive Council would 
want to think about. 

“Our finances are reaching that point when 
we can very soon begin to consider that 
matter. This Association is now in its fifty- 
fourth year. Banks all have homes—or a 
majority of them do—and I see no reason, 
myself, why this Association should not have 
a permanent home. 


“We have had the question of location of 
the home up for discussion in years past. 
I have given some thought to it. My first 
choice of a permanent location would be 
New York City. I would not suggest that 
we put our permanent home in Washington; 
that is about the last place we should have it. 
This Association, I think, stands very high 
before the public, and if we should be in 
Washington, it would be impossible to keep 
it out of politics. 

“I do not know what a home would cost, 
but I would like to see the Association in 
a permanent home, and the income, except 
for our own rent, devoted to education or 
some other purpose of that kind. We are 
now paying $35,000 per annum rent, or we 
will after May 1, when our quarters are 
enlarged, and if we can get that free and 
and the income from this home devoted to 
educational purposes, I think it would be 
wise. 

“Tt is a matter that should be referred 
at some future time to a committee to make 
a report as to whether or not it would be 
advisable. I am perfectly aware there is 
a difference of opinion on that matter, and 
I am not in any sense urging it, but I am 
simply bringing it up in order that you may 
think of it.” 

No action was taken nor was there any 
discussion. As the President suggested, the 
idea was brought up as something for the 
membership to think about and, if advisable, 
to initiate action later. 


Condition of the Association 


HE business condition of the Associa- 

tion was revealed in a portion of the 
report of F. N. Shepherd, Executive Man- 
ager, who said: 

“The membership of the Association has 
had a rather peculiar experience in the last 
three or four years. While in numbers 
there has been, by reason of consolidations, 
failures and some resignations, a slight de- 
crease annually, at the same time, and with 
the same regularity, the total membership 
income has increased; so your Association, 
in spite of a slight decrease, largely among 
the smaller banks (because with the excep- 
tion of a few of the large mutual savings 
banks, I think I can say that all of the large 
banks in the country are members of the 
Association), is in an increasingly stronger 
position, although from the standpoint of 
numbers there has been a slight decrease.” 

Three full sessions were required for the 
review of the Association’s work, and be- 
sides these there were over a score of lesser 
meetings, each of which concerning special 
subjects vital to the purposes and the func- 
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How Scholarships Will Be Distributed. 


tioning of the organization as a_ whole. 
Prominent among the latter was a general 
conference extending over half a day on 
taxation, held under the joint auspices of 
the Committee on State Taxation and the 
Committee on Federal Taxation, and to 
which more extended notice is given on an- 
other page. ' Important, also, was a session 
of the Agricultural Commission, in which 
ten young people interested in the work of 
agricultural clubs made addresses or dem- 
onstrations, winning the approbation of all 
who heard them and impressing everyone 
with the tremendous practical importance 
of this agricultural movement. 


Distribution of Scholarships 


OOMING large in the interest of the 
bankers are the educational features of 
the Association, which include, besides the 
foregoing, the Educational Foundation now 
actively entering on the first phase of its 
productivity, which is described in detail in 
the report of its chairman, John H. Pue- 
licher of Milwaukee, printed elsewhere in 
this issue; the American Institute of Bank- 
ing, standing alone unparalleled, incompara- 
ble among all the educational institutions 
of the whole world, and the Committee on 
Public Education serving banking every- 
where in a large degree because it serves 
the public in a larger degree. The. work 
is being carried on in forty out of forty- 
eight states. The Educational Foundation 
has thus far received $469,377.68, and the 
Board of Trustees is now ready, Mr. 
Puelicher stated, to award scholarships in 
selected schools in those states which have 
completed the allotted quota. These range 
from one scholarship, as in Maine, when 
it completes its quota, to nineteen in New 
York, when it completes its quota of $37,- 
250. 

John G. Lonsdale of St. Louis read the 
resolution adopted at the last convention 
of the Association, urging Congress to take 
action to prevent a repetition of the dis- 
astrous floods in the Mississippi last year, 
and then, upon his motion, the Council 
adopted a resolution declaring that it is 
the profound conviction of the Executive 
Council that the control of the Mississippi 
is a national problem, should be solved by 
the nation promptly, and that the cost should 
be borne by the Federal government. The 
Jones Bill, S 3740, recognizes this principle, 
and the resolution declared should be passed 
without further delay. 

A synopsis of the proceedings of the 
three sessions follows: 
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A Synopsis of Executive Council Sessions 


ENERAL COUNSEL THOMAS 

B. PATON reported that a bill in 

Congress, sponsored by the Associa- 
tion for a number of years, to make state 
bank members of the Federal Reserve Sys- 
tem eligible as depositaries of public money 
has been passed by the House, marking the 
first successful development in this effort. 
It was then in the Senate Banking and Cur- 
rency Committee, but has since passed both 
houses. He also reported that his office 
is now engaged in preparing a uniform code 
of bank collections, to be urged, if approved 
by the Association, before state legislatures. 

P. R. Williams, President American Insti- 
tute of Banking, reported that the member- 
ship is now 62,124, that there are 192 chap- 
ters and about 38,000 enrolled students. As 
to progress in curriculum, he pointed out 
that, whereas in the early days only a two- 
years’ course comprising sixty hours of study 
were required for an Institute certificate, 
and credits did not occupy any place in the 
original program, today a complete course in 
credits is offered and students are asked to 
attend eight lecture courses of forty-two 
hours each, or a total of 336 hours, and a 
five-year course is presented. 

O. Howard Wolfe, President Clearing- 
house Section, said that his Section has been 
developed into a department charged with 
the responsibility of finding solutions for 
every day banking problems of interest to all 
banks. He spoke particularly of its activity 
in promoting the extension of the regional 
examiner clearinghouse system as a means 
for improving bank supervision. He also 
told of the work relating to small and un- 
profitable accounts and methods for install- 
ing service charge systems, introduced in 
hundreds of places during the past year. 

Banks in about 2,000 cities and towns are 
now increasing income and deposits through 
analyzing accounts and installing service 
charges where necessary. Following inves- 
tigation, the Section has reversed its position 
on the use of pay roll checks, finding that 
labor is opposed to this form of disburse- 
ment, preferring cash. The Section now 
recommends, he said, that employers of la- 
bor and not the banks should assume the risk 
of pay roll delivery. An effort is being 
made to get the post office department to 
permit banks to post their transit mail at 
bulk rates. A group of eight typical banks, 
he said, have each night two tons of transit 
mail. The proposed plan would not reduce 
the postage but would cut down the amount 
of labor and time required to dispatch this 
matter. 


Study of Earnings and Losses 


A. ONTHANK, President 
¢ Bank Division, described the study made 
by his Division of gross earnings, expenses 
and losses by national banks by states and 
reserve cities for the purpose of focusing 
attention on weak spots and the desirability 


National 


to effect greater economies. The study 
showed losses in amounts greatly dispropor- 
tionate to earnings and the percentages of 
loss from each of the more important items 
of business, comparing the total with net 
profits set up in comparative style to enable 
each bank to determine its own relative posi- 


Reuben A. Lewis, Jr. 


Former Associate Editor of the Journal 
who was appointed Deputy Manager of the 
American Bankers Association, in charge 
of Trust Company Division activities by 
the Administrative Committee at the Spring 

Meeting. 


tion. A survey was made also of experience 
in bank management under the provisions of 
the McFadden Bill and most of the members 
expressed satisfaction with the measure as a 
whole. A study is now being made, he re- 
ported, of general underlying principles in 
respect to bank investments. The Division 
is also busy, he said, in giving assistance to 
national banks developing trust departments, 
which movement is rapidly extending among 
national banks. 

George L. Woodward, President Savings 
Bank Division, said that $26,000,000,000 of 
the $48,000,000,000 individual deposits in the 
United States, or more than 50 per cent, are 
savings deposits and 85 per cent of the coun- 
try’s banks are receiving such deposits. The 
Division, he said, is working on plans to 
promote industrial loans as well as mortgage 
loans on monthly payment plans at reason- 
able rates. His department is also develop- 
ing business-getting methods and assisting 
banks in adopting proper plans. The com- 
plex problem of proper methods for com- 
puting interest on savings accounts which is 
occupying the attention of banks in various 
forms all over the country, is another ques- 
tion engaging the attention of the depart- 
ment. 


Wider Use of Credit Files 


H. MALOTT, President State Bank 
@ Division, said that his department is 
active in promoting wider use of credit files 
on small loans, studies as to secondary re- 


serves of commercial paper and marketable 
bonds and the promotion of legislation aimed 
to divorce bank commissioners from politics, 
It is also active promoting limitation of bank 
charters, greater uniformity in state banking 
laws, establishment of country regional 
clearinghouse associations and on the study 
of bank failures and remedial measures : also 
in urging bankers to make analyses of 
checking accounts and to install proper ser- 
vice charges to cover unprofitable accounts. 
Over 10,000 banks, he said, have instituted 
service charges and the movement is spread- 
ing. A committee on closer relations with 
bank commissioners, L. A. Andrew, Bank 
Commissioner of Iowa chairman, is working 
for the correction of many evils in banking 
conditions. A survey by the Committee on 
Public Service has shown utter lack of uni- 
formity in the states in the matter of re- 
serves, demonstrating that state banks in 
many states are not on an even footing with 
national banks in the matter of reserve re- 
quirements and a campaign of education to 
correct this situation is contemplated. 
William A. Philpott, Jr., President State 
Secretaries Section, reported that his Section 
is functioning as an important influence in 
the spread of helpful information as to the 
latest methods of bank association work. 
Committees on better banking methods, 
county operation of credit bureaus, bank op- 
eration costs and income, public education, 
bank banditry and state and national bank 
taxation are working out these aims. 


Trust Company Division 


S. McLUCAS, President Trust Com- 

@pany Division, said his division is 
now working smoothly in continuation of its 
established program. A survey by the Com 
mittee on Publicity, he said, showed that 
trust companies and trust departments in 
banks are increasingly being named as exe 
cutors or trustees under wills. During the 
past five years, returns from 750 institutions 
showed, their total of such designations was 
four and one-half times as many in 1927 as 
in 1923. During the past year there was a 
347 per cent increase over the year 1923. 
Another questionnaire issued by the Com 
mittee on Insurance Trusts showed a ver) 
large increase in insurance trusts, revealing 
that the value of life insurance trusteed with 
trust companies and banks in 1927 was 
greater than the combined total amount of 
insurance deposited under trust agreements 
during the preceding four years. Institu- 
tions responding to the questionnaire re- 
ported more than $350,000,000 in life insur- 
ance held in trust and it is estimated that 
more than half a billion dollars is now de- 
posited under trust agreements. 

The Committee on Publicity, he reported, 
is continuing its work of bringing within 
the means of smaller trust companies and 
banks material for a well rounded trust ad 
vertising campaign. 

Burton M. Smith, Chairman Agricultural 
Commission, reported that Director Dan 
Otis had attended forty-six conferences with 
agricultural committees in different states, 


(Continued on page 911) 
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Lobby—now under construction 


six years of faithful, friendly service, the Union Trust Company 

has won thousands of steadfast friends. Now this new building Jb 
will afford us an opportunity for bigger, broader service to these 
client-friends than ever before. 


“Good Friends are Worth More than Riches.’’ And in its thirty- '’ 
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First Trust Company in Detroit—Friend of the Family 


Griswold at Congress Street 
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Luck and Guesses 


No business progresses without 
some luck and some guessing. 
But no business progresses if it 
depends on either. Most alert 
executives have learned to mis- 
trust guesses as to property val- 
ues and depreciation. They rely, 


instead, on American Appraisals. 


THE 


AMERIGAN APPRAISAL 


GOMPANY 


Atlanta Cincinnati Kansas City New York St. Louis 
Baltimore Cleveland Los Angeles Philadelphia Syracuse 

Boston Dallas Milwaukee Pittsburgh Washington 
Buffalo Detroit Minneapolis San Francisco Berlin, Germany 
Chicago Indianapolis New Orleans Seattle 


A NATIONAL ORGANIZATION 
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The Big Economic Issues of 
the Next Five Years 


By W. M. KIPLINGER 


They May Be Classified Under Eight Heads with Foreign Re- 
lations at the Top of the List and Railroad Regulation and Con- 


solidation at the Bottom. 
the Full Dinner Pail as an Issue. 


HE big economic issues of the next 
five years will grow out of these 
conditions. 

I. The relations between the Uni- 
ted States and Europe, with special refer- 
ence to German reparations, the French and 
other war debts, disarmament, and the pull 
to draw the United States government into 
political alignments with European govern- 
ments. 

II. The tighter organization of our in- 
ternal trade and industry, with special em- 
phasis on better distribution, larger units, 
and the cutting of expenses. This latter 
must come in banking, as in other lines. 

III. Unemployment among _ industrial 
workers, which may be persistent. 

IV. The relative depression of agricul- 
ture, which may continue, though in a les- 
sening degree. 

V. Government regulation of trade and 
industry, which will increase rather than 
decrease. 

VI. Tariff, which will be revised, some- 
what downward, but which is not as funda- 
mental an issue as others because the United 
States will continue to be committed to a 
policy of protection. 

VII. Larger banking units, really inci- 
dental to the general movement toward 
stronger units in all lines, but deserving of 
special attention. 

VIII. Railroads, whose future as regards 
consolidation and regulation is far from 
settled. 

Having set down these issues so boldly, 
it behooves any observer of the trends of 
events to back up and qualify. 

No one is able to say definitely and dog- 
matically what the issues of the future will 
be. The economic vicissitudes of the last 
ten years have certainly demonstrated that 
the most an observer can do is to try to see 
ahead, and to state what he thinks he sees. 
Prediction involving a combination of such 
realms as economics, politics and social 
prejudices, must be accepted with reserva- 
tions. 


The Point of Observation 


HE point of observation may determine 
the character of what one sees ahead. 
The particular point of observation in this 
case is Washington, the seat of federal gov- 
ernment. Governmental affairs by and of 


ERHAPS the best 

thing that can be said 
about the accompanying 
article on the big economic 
issues of the next five years 
is that it is provocative. 
Many of the ideas are con- 


troversial, many objections 
may be raised to the state- 
ments, which are those of 
the author and not of this 
magazine, but the economic 


issues of the next few 
years are the concern of 
everyone and if author’s 
lineup stimulates research 
and thinking it will have 
served its purpose. 


themselves are of no great importance, and 
politics are merely froth, but the froth comes 
from a bubbling and churning of the waters 
beneath, which are the endeavors and cur- 
rents of thought of all classes of people. 
If the governmental and political froth be 
viewed merely as a symptom, it is worth 
watching. It is not a cause of issues, but 
an accompanying effect. Government poli- 
cies come after, not before the conditions to 
which they apply. Big issues are not made 
in Washington; they merely become acutely 
evident there, because the forum of Wash- 
ington permits the lining up of forces, the 
counting of noses (in terms of influence) 
and thereby the determination of policies. 
To segregate or classify issues is an 
arbitrary procedure. Each is related to and 
is a part of all others. Itemization is merely 
a practical expedient for seeing the sights. 
Now, having backed up and explained, an 
observer may proceed, with the understand- 
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The Full Gasoline Tank Supersedes 
Labor and Unemployment. 


ing that the explanation applies to all that 
follows: 


Relations Between the 
United States and Europe 


ERMAN reparations must be scaled 

down. Officially this is an open ques- 
tion, but unofficially there is not much ques- 
tion about it. European governments, par- 
ticularly that of France, want to tie up 
reparations with war debts to America. Our 
government wants to keep them separate. 
Can we do it? Can we keep from becoming 
involved politically with the complicated in- 
ter-relationships of European states? Can 
we maintain the policy of economic coopera- 
tion, which we have developed more highly 
than is generally apparent, without becom- 
ing actually entangled? 

Our government is at work on disarma- 
ment. This is not a sentimental occupation. 
It is an earnest effort to rid the world of 
an economic load which, if removed, will 
make unnecessary the creation of embarras- 
sing issues between Europe and America. 
You can call disarmanent a war debt prob- 
lem if you wish, and not be far wrong. 

Out of these conditions will come our 
greatest issues of the next ftve years, al- 
though they will not loom as large in the 
public eye because our American public does 
not begin to understand international rela- 
tions. 

We have over-produced, in the temporary 
sense. We have pared costs of production, 
made two bolts at the former cost of one, 
and have given too little thought to the 
problem of how to sell the two bolts. We 
pass the two bolts from hand to hand, so 
that the handling costs make each bolt cost 
the consumer about the same old price. 

The problems of the next five years will 
relate to better selling, or “distribution,” 
which is the general and somewhat academic 
term; the fitting of production schedules to 
consumption requirements; either the re- 
duction of consumption or the increase of 
consumption, which is always possible, or 
both. And how ?— 

By larger units of producers and distribu- 
tors. We have seen consolidations and 
mergers by the hundreds. They will con- 
tinue, but they will not solve the problem. 
“Independents” will remain, and independ- 
ents must cooperate. They will do this 
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Handling Trust Estate Securities 


By A. F. YOUNG 


Vice President, Guardian Trust Company, Cleveland, Ohio 


Every Trust Organization Must Now Have an Expert in the 
Analysis of Securities and a Unit to Draft an Investment 


Program from His Findings. 


Quality of Service Demanded 


Requires Cooperative and Highly Coordinated Specialization. 


E Americans are accused of 

making a god of success; of 

overworking the word “service.” 

But, be that as it may, we know 
that a trust client demands service raised 
to the nth power, and a degree of success in 
choosing sound securities which he himself 
cannot attain. Trust departments must fur- 
nish him these if they are to get and keep 
the confidence of the public. They may be 
dilatory in filing accounts, in making stock 
transfers, in managing real estate, in solicit- 
ing new business, in fact in almost any other 
trust function, and the damage will be rela- 
tively transient and limited. But for failure 
to select the right securities there is no alibi, 
and when a trust customer loses on an 
investment of the bank’s choosing he usually 
suspects that the bank made money out of 
his loss—and he tells the world all that he 
suspects. 

But, if the responsibility is great so is the 
opportunity. Was there ever in history an 
investment era like this? The onward sweep 
of the country’s wealth, the ever broadening 
investment markets, modern intricacies of 
accounting and taxes, decreased purchasing 
power of the dollar, billion dollar losses 
each year by inexperienced investors (nine 
million dollars through fraudulent and 
worthless securities each year in the city of 
Cleveland alone), shifting values in real 
estate due to new methods of transportation 
and living, unprecedented days in the stock 
imarket—a hundred factors are making clear 
to the individual investor as never before 
that the job demands the specialist. He 
may not be sure of the banker’s perfect 
competence, but at least his own incompe- 
tence he knows and admits. 


A Waiting World 


ERE then is a wide market, a willing 

public, a world waiting to be con- 
quered. If we can “deliver the goods” that 
world is ours. 

Before we hold ourselves out as proper 
agencies to take charge of a man’s fortune 
we must be ready to offer him a scientific 
combination of facilities, an experienced 
judgment, a protection against whim and 
prejudice, which no individual can reason- 
ably hope to duplicate. Life is too complex 
for any one man to do everything, or even 
many things, well. The day is past when a 
lone trust officer can function as a salesman, 
executive, lawyer, counselor, friend, and in 
addition be an expert in security analysis. 
Only by cooperative and coordinated spe- 
cialization can we give the public that qual- 


ity of service and that measure of success 
which it demands. 

In every trust organization, however 
small, there must be at least one security 
analyst, chosen not because he was a 
popular teller but because he is “security- 
minded,” thinks and lives securities, and 
takes his delight in studying market condi- 
tions, financial statements, and kindred mat- 
ters by which nine out of ten men are only 
bored. Around this specialist will be built 
a machine and a process through which 
every security must pass, regularly and cer- 
tainly. 

What should this process built around the 
security analyst be? The word “security” 
meats assurance, safety, protection. And 
any plan for handling securities must have 
the great objective of protection—first to 
the customer and his estate and second to 
the trustee. 


The Analysis Department 


HE term “securities analysis department” 

will be used frequently. “Department” 
is a variable term that may include 1000 
men, or only one—sometimes even less. 
Everyone has seen struggling business con- 
cerns with little backing, but much front, 
and one door lettered and littered up with 
“sales department,” “credit department,” 
and “purchasing department.” Back of that 
door was one man at one desk, each depart- 
ment having presumably just one-third of 
aman to manage it. So when the “Securi- 
ties Analysis Department” is mentioned it 
means the one security analysis expert in a 
small bank, and that expert and his asso- 
ciates in the large bank. 

Whether the department is one man or 
many, the very first thing to do when a new 
trust comes in is to send a complete list of 
all its securities to the Securities Analysis 
Department, accompanied by a work sheet 
giving in detail the status of the trust, the 
beneficiaries, the income requirements, the 
tax situation, and the bank’s investment 
powers. The securities analysis department 
will at once classify the securities as (1) 
prime, (2) high grade, (3) medium, (4) 
speculative, (5) worthless. This classifica- 
tion will fix to some extent the degree of 
supervision which must be given to the 
securities and will determine the frequency 
of their review and the urgency of liquida- 
tion. The worthless securities are of course 
charged off. The securities analysis depart- 
ment will also classify the securities into 
nine main groups, as follows: (1) Rubber, 
(2) Steel and iron, (3) Oil, (4) Rails, (5) 
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Public Utilities, (6) Financial, (7) Mining, 
(8) Tobacco, (9) Miscellaneous. 

This grouping insures that any develop- 
ment affecting a particular class of securi- 
ties will at once be considered in the proper 
connection; for example, that general condi- 
tions affecting railroads will be applied to 
all railroad securities held by the trust 
department. 

The securities analysis department should 
then prepare a file on each security and 
write a complete analysis, giving its con- 
clusions as to its investment position. In 
this analysis the securities analysis depart- 
ment considers the history, line of business, 
location, management, past and present 
earnings, future prospects, kinds and amounts 
of securities outstanding, and dividend rec- 
ord. Those who make the analysis study 
balance sheets, earnings reports and exten- 
sive statistical services. Interviews with 
corporation officials are frequent; in fact, 
every possible effort is made to obtain accu- 
rate information. 

As soon as this information and the files 
of the trust are complete, the securities 
analysis department makes a complete lay- 
out or picture of the trust, showing the 
securities by class, the market values, the 
the Moody rating, if any, the percent of 
principal which each seturity constitutes, 
the income produced by each security, and 
the total income and rate of return on the 
trust as a whole. This set-up will be a 
pretty complete picture of the estate. 


The Investment Unit 


ie this form the securities analysis depart- 
ment takes the trust to the so-called trust 
investment unit, made up of the head of the 
trust department and such assistant trust 
officers as may be delegated for this service. 
Among these officers is one intimately in- 
formed as to the beneficiaries and_ their 
ages, the probable life of the trust, and 
other specific requirements. There are a lot 
of factors, including longevity, which must 
be taken into consideration. 

The trust investment unit now proceeds 
to create an investment program for each 
individual trust. No set program will fit all 
cases. It must be as highly specialized as 
the diagnosis a physician gives an individual 
case. The customer may be an active busi- 
ness or professional man; he may have re- 
tired from business, or may have gone away 
on leave of absence. The customer may be 
a woman with independent means or a 
widow entirely dependent upon the income 
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Protection from the 
Extraordinary Hazard 


HE modern bank vault must 

be safe—against not only the 
danger of bank robbers, but 
against the hazard of mobs, fire 
and explosives. 

The York organization has 
studied these hazards and knows 
how to combat them. The best 
engineering ability is represented 
in the staff of this company. 
Here a corps of experts are con- 
stantly at work to keep York 
Vaults safe against the most 


determined attack that it is pos- 
sible for burglars to make. 

Vault safety as it is known 
today—the safety that brings to 
banking institutions the assurance 
of security for their funds—is best 
typified by Infusite, a metal 
developed-by the York labora- 
tories. Leading the world in its 
field, the name York has come 
to be synonymous with protec- 
tion far in advance of the ability 
of the bank robber. 


YORK SAFE AND LOCK COMPANY 


Factory and Principal Office 
YORK, PA. 


Chambers & Thomas, Buenos Aires, 

Architects - York & Sawyer, New York, 

Consulting Architects - Stone & Webster, 
Inc., Bosion, Contractors 


BALTIMORE HOUSTON PHILADELPHIA 
BOSTON LOS ANGELES ST. LOUIS 
CHICAGO MIAMI SAN FRANCISCO 
CLEVELAND NEW HAVEN SEATTLE 
DETROIT NEW YORK WASHINGTON 
PARIS, FRANCE MONTREAL 


York is a safety symbol the world around. The 
Buenos Aires Branch of the First National 
Bank of Boston is another on the ever lengthen- 
ing list of Financial Institutions depending 
upon York Vaults for the security of their funds. 
The vault was erected by one of York's staff of 
experts who are especially trained for foreign 
Service. 
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LAMSON BABY TUBES PUT YOUR BOOKKEEPERS AT YOUR TELLER’S ELBOW 


FULL PROTECTION AND THE CUSTOMER 
NEVER KNOWS HIS ACCOUNT IS QUESTIONED 


HERE is no congestion—no confusion—no embarrassing 

delays—no chance for errors—when a line of impatient 
depositors forms in front of this teller’s window. For this 
bank is served by Lamson Baby Tubes. 


A check is presented—the teller slips it into a tiny carrier— 
presto, it is shot to the bookkeeper on the mezzanine . . . on the 
floors above or many feet away. In an instant it is back again 
with his O.K. on the check itself. All this in less time than it 
takes to tell . . . the customer never knows his account is being 
questioned. 


With the tube opening and receiving basket, concealed beneath 
the deal plate, every transaction is completed silently . . . accu- 
rately. Lamson Baby Tubes are your property and operate year 
after year with a minimum of expense and with maximum feel- 
ing of security. 


Lamson Engineers who thoroughly understand the needs of 

modern banks can help you solve your inter-departmental com- 
munications. With no obligation, a Lamson man will go over 
your problems with you. 


THE LAMSON COMPANY 


Syracuse, New York 


4 LAMSON ¢ 
BABY: TUBES 


LAMSON BABY TUBES PUT YOUR BOOKKEEPERS AT YOUR TELLER’S ELBOW 
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The Proposed Changes 


Tentative Plan of the Realignment of Some of the Forces of the 
American Bankers Association Along Functional Lines Discussed 
in a Special Session of the Executive Council. 


Decisive Action 


Not Taken and Report Was Deferred Until the Fall Meeting. 


HERE was an extended discussion 

of the proposed reorganization of 

the American Bankers Association 

during the Spring Meeting of the 
Executive Council at Augusta, Ga., last 
month, but no decision was arrived at be- 
cause it had been previously decided that 
the Reorganization Committee would not re- 
port until the convention meeting in Phila- 
delphia next fall. 

Walter S. McLucas of Kansas City, chair- 
man of the committee, opened the discus- 
sion by directing attention to the following 
tentative plan which the committee had dis- 
cussed: 


Tentative Plan 
XECUTIVE COUNCIL-——Remains 


Elective Officers—Same now, 
and two vice presidents 

Administrative Committee—T welve in number; 
the president, two vice presidents, the treasurer, 
seven presidents of divisions and sections, and one 
appointed “by the president from the Executive 
Council. 

Divisions (functional) —Commercial 
Division; Savings Division; Security and 
ment Division; Trust Divison 

Sections—American Institute of Banking Sec- 
tion; Clearinghouse Section; State Secretaries Sec- 
tion. 

The Divisions are each to have, as now, an 
elective Executive Committee, but of not more than 
twelve members each, including a president and 
vice president, who shall be respectively chairman 
and vice chairman of the Executive Committee, in 
the same manner as the president and first vice 
president of the Association are chairman and vice 
chairman of the Administrative Committee. Fur 
thermore, other committees of divisions shall con- 
sist of not more than five members each, and no 
one shall be eligible for chairmanship of such 
other committees who is not a member of the ex- 
ecutive committee of the divisions. The organiza- 
tion plans of the three sections shall remain as now 
constituted. The executive officers of the Associa- 
tion, consisting of the president, the first and 
second vice presidents and the executive manager, 
shall be ex officio members of all commissions and 
committees of the association and of its divisions 
and_ sections. 

The Commercial Banking Division shall have a 
State Bank Committee and a National Bank Com- 
mittee to look after the peculiar interests of state 
and national chartered institutions. 

The Commissions, the Journz al and the Legal and 
Protective Departments continue as_ now. For 
economy and efficiency, certain commissions might 
= reduced in number. Regional conferences may 
he held as now upon approval of the Administrative 
Committee. General convention setup remains as 
now, 


“Tt became apparent in our discussion,” 
said Mr. McLucas, “that while it was the 
overwhelming view of those present that 
this plan or some plan based on it might 
he presented, we could not have full accord. 
We agreed that the report to the Council 
at this meeting should be that we request 
more time and that there would be no dis- 
cussion at this meeting.” 

Later, at the suggestion of some of the 
officers, it was decided to go before the 
Council for a discussion. 


Mr. Traylor Outlines It 

ELVIN A. TRAYLOR, who as presi- 

dent last year appointed the commit- 
tee, presented the case for reorganization. 


He said: 


unchanged 
president 


Ranking 
Invest- 


“T should like to have all of you feel that 
I have no personal interest in any sugges- 
tion that has been or may be made with re- 
spect to the Association other than that I 
want the best for the Association. I believe 
the same may be said for every member of 
this Council. We cannot agree always as 
to what a program should be, but we can— 
and I do, and I am sure you do—ascribe to 
each and every member of the Association 
a sincerity of purpose to conserve the in- 
terests of the organization and to promote 
its welfare, to the end that it may render 
to its membership the greatest degree of 
service, and give them the fullest measure 
of value received for the dues they pay into 
the organization. 

“With that preliminary, may I present to 
you the picture as I see it? And may I 
in doing so refer to a little bit of history? 

“This organization was founded in 1875. 
From 1875 to 1896 the Association func- 
tioned through committees. The American 
3ankers Association was an association serv- 
ing its membership through functional com- 
mittees. In 1896 the trust company mem- 
bers of the Association formed the Trust 
Company Division, then called the Trust 
Company Section—because of the fact, un- 
doubtedly, that the peculiar work of the 
trust companies was at that time almost 
exclusively and entirely different from the 
average business conducted by the average 
bank. 

“Tn 1902 the Savings Bank Division was 
organized. The first separate organization 
came twenty-one years after the founding of 
the American Bankers Association. The 
Association had then become of age, and 
the first adjunct to the parent organization 
was made. 

“Tt was six years later before there was 
another separate organization formed, that 
being the Savings Bank Organization. Then, 
in 1906, came the Clearinghouse Section, and 
in 1908, twenty years ago, the American In- 
stitute of Banking Section; in 1910 the 
State Secretaries; in 1915 the National Bank 
Division; and. in 1916 the State Bank Divi- 
sion, thirty-one years after the founding of 
the American Bankers Association. 

“The Association has grown up, like 
Topsy, forming separate organizations here 
and there, undoubtedly in response to a feel- 
ing that the peculiar interests of those af- 
fected could be best served by the forma- 
tion of these separate sections and divisions. 


What Has Been the Result 


66 UT what has been the result? In 

1920, during Mr. Hawes’ administra- 
tion, we had reached a point where it was 
impossible for the Association with its many 
sections and divisions to function within the 
dues that were being collected, and it was also 
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impossible for them to function with any- 
thing like harmony and effectiveness under 
the constitution which had prevailed up to 
that time. A committee for the revision of 
the ccnstitution was appointed. 

“Those charged with the rewriting of the 
Constitution urged a reorganization along 
functional lines, pointing out the duplica- 
tions, the inefficiency, and, I frankly say, 
the waste of money that was prevailing be- 
cause of the lack of an organization such 
as we have in our respective institutions. 
We were unable at that time to prevail upon 
the Council to permit a reorganization of 
the Association along functional lines. 

“In the eight years which have passed 
since that time, the broadening of the scope 
and of the powers of the respective banking 
institutions, whether state or nationally 
chartered, has gone on apace, and we find 
ourselves today, I think, more seriously 
handicapped in effective service than we 
have ever been in our history, because of 
the fact that all of us, doing all kinds of 
banking, are trying to function in this Asso- 
ciation through divisions representing more 
or less the character of the charters of the 
institutions over which we happen to pre- 
side. 

“What is proposed? The draft you have 
in your hands is not the draft that I sug- 
gested. It is not my idea of what ought 
to be done, but I think it is probably all 
we can do now, and probably a step in the 
right direction. My original suggestion sub- 
mitted to the committee was radically dif- 
ferent from this, in this respect: I suggest- 
ed—and I believe it should be done—the 
abolishment of every section and division. 

“To maintain these seven divisions and 
sections with their elective officers and ap- 
pointive committees is, in my judgment, a 
useless waste of money. I recognize that 
human nature is the same in the bankers’ 
association as it is in.our political organ- 
izations, and that we are not very willing 
to surrender our personal prerogative of 
maintaining our own organizations, electing 
our own officers, and appointing our own 
committees. But my recommendation was 
that for every function of this organization 
there should be appointed a committee to 
consist of not more than twelve members, 
and divided among the twelve districts. I 
believe that a Trust Company Committee, 
a Commercial Banking Committee, a Sav- 
ings Banking Committee, a Clearinghouse 
Committee—I will except from that general 
classification the American Institute of 
Banking, because it is a separate matter, 
in my judgment—a State Bank Committee 
and a National Bank Committee, if you 
please, could handle the affairs of this or- 
ganization with more efficiency and with 
less expenditure of money. 
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“That is radical probably. You may never 
come to it. I shall not feel badly if you 
don’t. I am just saying that I believe that 
is what we ought to do. 


A Compromise 


T was obvious that could not be done, 

and M. H. Malott suggested the draft 
which you have before you as a compro- 
mise, and I am perfectly willing to take it, 
because it will result in some economy and 
in much increased efficiency. It will not 
effect the economy that I should like to see 
effected, but perhaps one of these days, if 
this is tried and it functions, we will go 
further. 

“IT am not going to go through this pro- 
gram entirely because this is merely a tenta- 
tive program, but you see that the elective 
officers remain just as they are; that the 
executive officers are the same; the Admin- 
istrative Committee is practically the same. 
Mr. Malott has suggested twelve members 
of the committee, which means that he is 
merely dropping three of the present ap- 
pointive members. It makes little difference 
whether you have twelve or fifteen. Twelve 
is enough, but if you have fifteen, well and 
good. That would allow each President, as 
in the past, to appoint two members to serve 
for two years on the Administrative Com- 
mittee. 

“With regard to the divisional functions: 
The Trust Company Division, the oldest in 
the organization, would remain just as it is 
now, except that, instead of being the Trust 
Company Division, it would be the Trust 
Division of this entire organization. I cannot 
conceive it possible that in the administra- 
tion of trusts there can be the slightest dif- 
ference between administering under the 
charter of a national bank or under the 
charter of a state bank, because, if I am not 
mistaken, we are all in our fiduciary capaci- 
ties regulated by the state laws of the re- 
spective states in which we do_ business. 
Every member of the Association would be 
a member of the Trust Division by the 
very fact that he was a member of the 
Association. He would participate in its 
activities and serve on its committees just 
as though he were a registered member in 
that division, because he is a member of 
the American Bankers Association, inter- 
ested in everything that the American Bank- 
ers Association is doing. 

“The Savings Division would remain just 
as it is now, except that all its deliberations 
would not only be open to but might be 
participated in in every respect by any mem- 
ber having interest in savings bank work. 


Where the Change Comes 


66TT°HE change comes in the matter of 

the State and the National Bank Divi- 
sions, the two youngest divisions of the 
Association. Frankly, I can see no reason 
for having a State Bank Division. State 
banking matters now, as always, are matters 
of state interest so far as state legislation 
is concerned, and national banks today are 
interested primarily in their competitive re- 
lationships, and the powers and opportuni- 
ties for competitive business with the state 
institutions in the states in which they func- 
tion. State chartered and national chartered 
institutions are participating in every kind 


of business that can be done legitimately 
by bankers. They must do it because the 
old straight commercial banking business is 
growing less and less remunerative, and the 
fight to make dividends is growing keener 
and keener as the years go by, and we are 
obliged, whether we would or not, to take 
on the various services requested by our 
communities and given by our competitors. 

“So, really, what we need in the Ameri- 
can Bankers Association is a Commercial 
Division. If we are going to maintain the 
present divisional organization, we should 
have a Commercial Division, which, like the 
Savings Division and the Trust Division, 
would permit participation on the part of 
those of us engaged in the various kinds 
of businesses: I want to tell you that the 
problems of commercial banking are grow- 
ing more and more complex. The question 
of keeping our interest rates down on our 
customers’ money and our interest rates up 
on our customers’ borrowing is something 
that may well give all of us plenty of con- 
cern. 

“The same is true with respect to an- 
other important line of our business which 
is becoming an absolutely necessary adjunct 
even to the sniallest country bank if it is 
going to be able to employ its funds as safe- 
ly and as remuneratively as possible: the 
question of securities as investments. Every 
banker, whether he is a state banker or a 
national banker or a trust company or a 
mutual savings banker, or whatever he hap- 
pens to be, is interested in the question of 
investments and securities. And perhaps, 
if there is any one subject in which we are 
interested which is behind others in the 
matter of general knowledge, it is the sub- 
ject of selection and distribution and owner- 
ship of investment securities. 

“Had we had this organization along these 
functional lines before, I doubt if we would 
have had the Investment Bankers Associa- 
tion today. If I am not mistaken, 75 per 
cent of the Investment’ Bankers Association 
membership are members today of the 
American Barkers Association. 


Future Distribution of 
Securities 


é6¢T is perfectly true that some of the 
great underwriting houses are more 
prominent in the underwriting of securities 
and in the origination of securities than are 
the corporate banks, but I predict that the 
distribution of securities in the future and 
the ownership of securities in the future 
will confine itself largely in the hands of 
the corporate bank members of this Asso- 
ciation, and above all things, this Associa- 
tion, in my judgment, should have a divi- 
sion for the study and dissemination of in- 
formation on investments and securities. 

“With a Commercial Banking Division, 
with an Investment and Securities Division, 
a Savings Division, and a Trust Division, 
it seems to me that we will bring this or- 
ganization somewhat nearer the practical 
plan upon which we operate our own in- 
stitutions than we have it today. 

“That is all that is involved in that change 
as suggested. It is contemplated under this 
program that each of these divisions will 
continue to elect its own officers, appoint 
its own executive committee and subcom- 


mittees just as the four major divisions do 
today. That is cumbersome and that is ex- 
pensive, but if the Association wants it that 
way, that probably is all we should attempt 
now; that would be the center under this 
suggested program, which would permit the 
election of a national banker to head the 
Savings Bank Division, a trust company 
man to head the Commercial Banking Divi- 
sion, a trust company man to head Invest- 
ments and Securities, if you please. There 
would be a mixing and commingling of the 
interests of this Assocation in such a way 
that there would be no question at all about 
where we got our charter, or in what state 
we operate, but it would be a question of 
what kind of business we are doing and 
what we are interested in. 


The State Banks 


are 10,000 state bank mem- 
bers of the Association. Are they 
going to suffer by the elimination of the 
State Bank Division? I do not think 
so. This plan provides that a committee 
be appointed to look after the interests 
of the state banks in any matters that 
may come up which affect purely state 
chartered institutions. As far as I can see, 
the principal duty of that committee prob- 
ably for some time will be to work along 
sane lines, seeking to secure as far as possi- 
ble uniformity of state bank legislation. 
That is the most important thing the state 
bankers can possibly do. All of us would 
like to know that when we are dealing with 
banks in various states the laws in those 
states are somewhat similar to our own. It 
would save us a lot of time and trouble. 

“If the time ever came when there was 
something primarily of importance that the 
state bankers wanted to work upon, there 
would be the nucleus of this committee 
under the Commercial Bank Division, which 
could at any time rally the state bankers, 
not as members of the American Bankers 
Association, but as state bankers operating 
under state charters, to the defense of any 
principle, or the promotion of any principle 
in which they as state bankers were spe- 
cifically interested. 

“If there has been any one trouble with - 
the American Bankers Association from a 
legislative standpoint, it has been that the 
Association, made up as it fs of the divisions 
under charter privileges, has found itself 
before Congress and the various states at 
various times with one division working for 
one .1ing, saying, ‘We are the State Bank 
Division, or ‘the Savings Bank Division,’ 
or ‘the Trust Company Division,’ or ‘the 
National Bank Division,’ of the American 
Bankers Association, when across the street 
the same day another division was working 
for something else, and the question has 
been asked, ‘Why, what do you fellows 
want? You are all of the American Bank- 
ers Association and yet you are all divided 
among yourselves.’ 

“Probably the best illustration of what I 
am trying to have you think is this: During 
the discussion of the McFadden Act, the 
majority opposed to branch banking defeated 
every effort of the National bankers to get 
approval of the McFadden Bill without the 
Hull amendment, and the National Bank 

(Continued on page 908) 
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STATEMENT CAGE 


March, 1907. An L. B. salesman calling at the Traders 
National Bank, Scranton, Pennsylvania. His suggestion 
—a better index for the signature file. His order—a dol- 
lar’s worth of guides. 


A few months later. The same L. B. salesman entrusted 
with the task of providing complete furnishings for the 
splendid new building of the Traders National Bank. 

Years pass. Friendship ripens. An L. B. Man always 
consulted when problems of methods and equipment 
arise. His suggestions prove sound. His equipment 
stands the gaff. 

March, 1928. An L. B. Man has completed his con- 
tract for equipment made necessary by extensive altera- 


374 Broadway 


OFFICERS’ SPACE 


The Traders National Bank 
of Scranton, Pennsylvania 


extending its banking home, relies again upon 
Library Bureau for its equipment needs 


When writing to advertisers please mention the American Bankers Association Journal 


A firmer friend -- 
after 20 years 


TELLERS’ CAGES 


tions and additions to the home of the Traders National 
Bank. He’s an old friend now. Old friends are best. 


Do you wonder at the “bias” of the Traders National 
Bank? Do you seek the 1eason back of friendship that 
endures so long? Learn to know the L. B. Man. His 
ideas and the resources at his command will earn your 
friendship, too. For the L. B. Man has an analytical mind. 
His survey of a problem of routine elicits a practical 
remedy. His service, when building changes are contem- 
plated, obligates you not at all, but aids you mightily. 


Send for the “‘Age of Steel in Office Equipment.” This 
booklet has suggestions for you that may strike home on 
the very problem you face right now. 


SEND THIS COUPON TODAY 


Library Bureau Division 
Remington Rand Business Service Inc. 


374 Broadway, New York, N.Y. 
Please send me the booklet, “‘Age of Steel in Office Equip- 


DIVISION OF 
REMINGTON RAND BUSINESS SERVICE Inc. 
Powers - Kalamazoo - Dalton Lime-A-Time Library Bureau 
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Protection Begins Here 


With the National Bank-Posting Machine protec- 
tion begins at the teller’s window when the entry 
is made in the passbook. 


Exactly the same record is printed in the depositor’s 
passbook, on the bank’s ledger card and on an audit 


strip, all at one operation. There can be no differ-. 


ence in these records. 


Inside the machine are locked-up totals showing at 
any hour of the day the total amount of deposits and 
withdrawals. The National Bank-Posting Machine 
makes the tellers window one of the strongest 
points ina savings bank. In many banks using 
hand-written passbooks, it is one of the weakest. 


Compare the protection of these machines with the 
dangers of hand-written passbooks. 


The National Bank-Posting 

Machine enables banks to gain 

for themselves and their de- 

positors a protection never 
before possible. 


NATIONAL BANK-POSTING MACHINES 


Product of The National Cash Register Company 


Dayton, Ohio 


When writing to advertisers please mention the American Bankers Association Journal 
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~The Condition of Business 


Record Speculation in Stocks Seems to Have Improved Confi- 
dence in the Business Outlook. The Impression Grows that a 
New Cycle of Business Has Developed. Money Market Reg- 
isters Effect of Credit Expansion and the Drain on Gold Supply. 


HE general business situation does 

not appear to have changed greatly 

during the past month. By far its 

most conspicuous feature has been 
the record speculation in stocks, which seems 
to have improved confidence in the business 
outlook. Assurances of fundamental con- 
ditions being on a sound basis are men- 
tioned frequently, yet there still persists that 
lack of uniformity among the major indus- 
tries which characterized last year. The 
business picture, taken as a whole, displays 
numerous bright spots of prosperity, mixed 
through the entire range of shades down to 
the dark shadows of depression. 

Reports of particular industries and in- 
dividual companies for the first quarter are 
similar to the results obtained last year. 
They emphasize the impression that a “new 
business cycle” is prevailing. It is a major 
cycle of stability, made up of many smaller 
cycles of good, bad and indifferent business 
which in the aggregate tend to practically 
offset each other. It is a cycle of frequent 
but moderate corrections, in contrast with 
the old swings which occurred every seven 
years or so on an average and carried all 
business up and down together. 

Nothing approaching a general depression 
is considered likely provided the movement 
of the various elements making up the busi- 
ness structure can be kept within reasonable 
limits. Whether the present enormous vol- 
ume of trading in securities and the extent 
to which prices have been bid up constitutes 
any serious threat to this equilibrium, and 
thereby to national prosperity, ‘is an open 
question. Whether stock prices are getting 
out of line and whether bank credit for se- 
cured loans is excessive, every one must de- 
cide for himself. 


Registering Credit Expansion 


ONEY market conditions are, in their 
sensitive but definite way, registering 
the credit expansion that is taking place 
on the one hand, and the effect of continued 
gold exports on the other. Rates are work- 
ing moderately’ higher, but are still normal 
and no real tightening has yet appeared. 
Action of the Federal Reserve banks in 
following up open-market rates by an in- 
crease in the rediscount rate is in accord 
with their usual policy and might even be 
spoken of as routine. Initiated by the Fed- 
eral Reserve banks of Chicago and Boston 
on April 19, the increase from 4 to 4% per 
cent marked the first change since the early 
part of March when the previous increase 
from 3% to 4 per cent had been completed 
throughout the System. Apparently a simi- 
lar program toward uniformity on the 4% 
per cent basis is now in process among the 
several regional banks. 
In financial circles the opinion is quite 
general that the action of the central bank 


authorities reflects, in addition to this more 
or less automatic adjustment of rediscount 
rates to correspond with commercial rates, a 
desire to curb the present bull market in 
stocks. While the Reserve Bank officials as 
a rule abstain from discussing the various 
considerations behind rate changes, it does 
not seem unlikely that the above-mentioned 
opinion might be correct. 

Naturally the Reserve banks are not only 
the conservators of the American money 
market but also an important influence on 
general business. Their record has always 
been to exert a stabilizing influence, to keep 
the various swings from going too far one 
way or the other. In the present instances 
of stock speculation, their efforts have not 
been entirely effective to date. 


First Quarter Earnings Higher 


ARNINGS statements recently published 
by leading industrial corporations for 
the first quarter of the current year make 
a very satisfactory showing. Of the first 
hundred or more reports issued, two-thirds 
are running higher than in the first quar- 
ter of 1927, which comes somewhat as a 
surprise in view of the complaints so fre- 
quently heard on business since the first of 
January, and also considering that the ini- 
tial quarter of 1927 was one of the best. 
General Motors Corporation, world’s 
largest industrial organization in point of 
earnings, reported a net profit during the 
first quarter of $69,469,000, the highest in 
its history with one exception, and compar- 
ing with $52,531,000, in the corresponding 
quarter last year, a gain of 32 per cent. 

Of eighteen other motor car and acces- 
sory manufacturers, seventeen were ahead 
of last year and only one behind. Their 
combined earnings increased from $19,220,- 
000 to $25,090,000, or 30 per cent. 

United States Steel Corporation reported 
net profits after charges of $21,332,000, as 
compared with $26,327,000 a year ago, rep- 
resenting a decline of 19 per cent. Nine 
other large steel companies had combined 
earnings for the quarter of $13,381,000, com- 
pared with $16,744,000 a year ago, being a 
decline of 20 per cent. 

Among other industries there is more ir- 
regularity, although the majority of reports 
show an improvement. The oil industry 
appears to be recovering, while coal is still 
depressed. Baking, foodstuffs and merchan- 
dise continue their steady upward trend. 
Textiles, metals and machinery are irreg- 
ular. 


Earnings of 800 Corporations 
Last Year 


of past earnings quickly be- 
come history, and the public is inter- 
ested chiefly in current: and future trends. 
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Nevertheless, the past is often a valuable 
guide to the future. 

It may be significant to the readers of 
this review to present a more nearly final 
picture of industrial results in 1927, which 
was shown by the table of earnings of 380 
corporations classified into some thirty ma- 
jor groups and published in our March is- 
sue, brought up to date by including all re- 
ports issued since that time. 

The revised table contains 816 corpora- 
tions whose fiscal years ended from July 
31, 1927, to Jan. 31, 1928, although four- 
fifths ended Dec. 31, 1927. Without taking 
space to reprint the entire table, it may be 
stated that the combined net profit in 1927 
amounted to $2,291,495,000, which compares 
with $2,632,280,000 in 1926 and $2,384,143,- 
000 in 1925. The 1927 figures, therefore, are 
$340,835,000 or 13 per cent below 1926, and 
$92,698,000 or 3.9 per cent below 1925. 

Industries showing gains in 1927 over 1926 
are as follows: Agricultural implements, 1.4 
per cent; amusements, 2.7; apparel, 17.1; 
chemicals and drugs, 5.8; flour and bakery, 
8.8; food products, 2.5; office and home ap- 
pliances, 6.2; leather and shoes, 60.1; mer- 
chandising, 8.9; paper and products, 21.2; 
printing and publishing, 17.4; rubber, 45.4; 
shipping, 26.3; sugar, 218; tobacco, 3.9, and 
miscellaneous, 3.5 per cent. Cotton manu- 
facturing and woolen manufacturing both 
changed from a net deficit in 1926 to a net 
profit in 1927. 

Industries showing decreases in 1927 as 
compared with 1926 were: Automobiles and 
trucks, 27.0 per cent (including Ford Motor 
Co., calculated on decrease in surplus) ; auto 
accessories, 7.3; building materials, 18.4; coal 
mining, 77.0; copper mining, 8.4; electrical 
equipment, 0.9; heating and plumbing, 6.7; 
iron and steel, 24.0; lumber and furniture, 
21.8; machinery, etc., 19.1; meat packing, 
55.6; non-ferrous metals (except copper), 
11.0; petroleum, 43.5; railway equipment, 
20.3, and silk manufacturing, 24.8 per cent. 

Railroads and public utility companies are 
not included in the above table, but the for- 
mer decreased substantially and the latter 
continued their upward trend. 


Money and Banking 


NCREASE in rediscount rates of the Fed- 

eral Reserve banks and firmer money 
rates generally featured the money markets 
during the past month. 

During April a change from 4 to 4% 
per cent was made by the Federal Reserve 
banks of Chicago, Boston, Richmond, Min- 
neapolis and St. Louis. This marked the 
first change since the previous 4 per cent 
had been made uniform throughout the sys- 
tem early in March, and it is generally be- 
lieved that the central bank policy will make 
the present rate uniform in due course. This 
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rate of 414 per cent is the highest that has 
prevailed for four years. 

Call money in the New York market is 
up to 5 per cent, compared with 4 per cent 
a year ago, while time loans also rule at 
5 compared with 434-414 last year, and com- 
mercial paper is up from 4-4% to 4% per 
cent for best names. Bankers acceptances 
have been increased fractionally several 
times and are now quoted at 4 bid 37% asked 
for prime 90 day bills. 

Explanations for this firmer money situa- 
tion are not hard to find. Total loans and 
investments of the reporting member banks 
are up approximately $2,000,000,000 from 
one year ago. Although this represents an 
increase of only 10 per cent, it is signifi- 
cant that of the huge gain in credit only 
about 19 per cent went into commercial 
borrowings while 47 per cent went into 
loans secured by stocks and bonds and 33 
per cent into investment holdings. 

Strictly brokerage loans made by and 
through New York City banks have for the 
last two months been establishing new high 
records on each weekly report. Standing for 
the first time above $4,000,000,000, they are 
approximately $1,250,000,000 higher than 
one year ago. 

Analysis reveals a_ significant condition 
here also. New York City banks increased 
loans for their own account only 24 per 
cent during the period, while out-of-town 
banks increased their brokerage loans 33 
per cent and “others,” such as corporations, 
investment firms, etc., increased 43 per cent. 
Statements that the unprecedented stock mar- 
ket speculation has been caused principally 
by free granting of credits by New York 
banks are not justified. Country banks and 
private corporations are now lending more 
than twice as much on the exchange as are 
all the New York City banks combined. 

Credit expansion on this scale cannot help 
affecting the Federal Reserve System, and 
bills discounted are now double the figure 
of a year ago, while the ratio of total re- 
serves to deposit and note liabilities for the 
system as a whole is down from 80 to 71 
per cent. 

Gold exports occurring at the same time 
as this credit expansion have taken around 
$300,000,000 net from the Reserve holdings 
over the past twelve months, and the out- 
flow is continuing at a heavy rate, principally 
to France but also to Argentina, England 
and certain other countries. 

Numerous changes, such as the above, 
have by no means brought about any seri- 
ous weakening in American banking con- 
ditions, but cofnizance must be taken of the 
substantial use that is now being made of 
reserve credit and the consequent firmness in 
rates that may be expected as a result. 


Growth in Exchanges 


XTENT of security transactions is usu- 
ally measured by the volume of sales 
and amount of brokers’ loans to members 
of the New York Stock Exchange. While 
this association easily predominates, there 
are two dozen other stock exchanges 
throughout the country that are doing an 
active and growing business. The New 
York Curb Market recently exceeded the 
1,000,000-share daily mark. 
We have compiled and are giving below a 
list of all the principal stock exchanges in 
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the United 
changes: 


States, also commodity ex- 


Principal 'American Exchanges 
Stocks and Bonds 


New York Stock Exchange 
New York Curb Market 
Atlanta Exchange 
Baltimore Stock Exchange 
Boston Stock Exchange 
Boston Curb Exchange 
Chicago Stock Exchange 
Chicago Curb Exchange 
Cincinnati Stock Exchange 
Cleveland Stock Exchange 
Colorado Springs Mining Stock Exchange 
Columbus Stock Exchange 
nver Exchange 
Detroit Stock Exchange 
Hartford Stock Exchange 
Indianapolis Stock Exchange 
Los Angeles Curb Exchange 
Los Angeles Stock Exchange 
Louisville Stock Exchange 
New Orleans Stock Exchange 
Philadelphia Stock Exchange 
Pittsburgh Stock Exchange 
Providence Stock Exchange 
Richmond Stock Exchange 
Salt Lake Stock & Mining Exchange 
San Francisco Stock Exchange 
San Francisco Curb Exchange 


BILLIONS 
OF DOLLARS 


New York Brokers’ Loans Establish New 
Record Above $4,000,000,000 


St. Louis Stock Exchange 

Spokane Stock Exchange 

Washington (D. C.) Stock Exchange 

Wheeling Stock Exchange 
Commodities 


Chicago Board of Trade 

National Raw Silk Exchange (New York) 
New Orleans Cotton Exchange 

New York Cocoa Exchange 

New York Coffee & Sugar Exchange 
New York Cotton Exchange 

New York Metal Exchange 

New York Produce Exchange 

Rubber Exchange of New York 


Canadian Exchanges 


Montreal Stock Exchange 

Montreal Mining Exchange 

Montreal Curb Market 

Toronto Stock Exchange 

Toronto Curb Exchange 

Standard Stock & Mining Exchange (Toronto) 
Winnipeg Stock Exchange 


In addition, there are countless issues 
which are not listed but are actively traded 
in by the unlisted or over-the-counter brok- 
ers and dealers in New York and other 
cities, statistics for which are not available. 

Chicago opened its new Curb Market the 
last of April. The National Raw Silk Ex- 
change of New York is in process of organ- 
ization but has not yet officially opened. 


Employment is Gaining 


i Howe United States Department of Labor 
states a material improvement was noted 
in employment in the automobile industry 
during the past month. Forces employed in 
automobile factories and  body-building 


plants were increased. Iron and steel mills 
also engaged additional workers. 

Lumber activities increased and are ex. 
pected to show further improvement in the 
next thirty days. All outdoor 
creased, the Department states, and as 
spring advances the volume of employment 
throughout the country will continue to 
grow. 


work in- 


Cigarette Prices Cut 


REDUCTION in wholesale prices of 
cigarettes has just been announced by 
three of the leading manufacturers, which 
came as a surprise to this important indus- 
try and also to the financial district. This 
marks the first reduction in six years and 
the first since the death of James B. Duke, 
who, a quarter century ago, organized the 
old “tobacco trust” that was dissolved in 
1912, Mr. Duke was always opposed to 
price-cutting, and even after the industry 
was split up into several separate companies 
his leadership was strong enough to prevent 
price wars between the competing concerns. 
Action was initiated by the R. J. Rey- 
nolds Tobacco Company, which makes 
“Camels,” and quickly followed by the 
American Tobacco Company on “Lucky 
Strikes,” the Liggett & Myers Tobacco 
Company on “Chesterfields,” and the P. 
Lorillard Company on “Old Golds.” 

Two factors appear to have forced this 
price change in an industry that for sev- 
eral years has been one of the dependable 
bright spots in the business picture, enjoying 
an unusual degree of stability, steady growth 
and prosperity. 

One of the factors was the organization 
last year of the Union Tobacco Company 
by interests associated with the United Cigar 
Stores Company and the Schulte Retail 
Stores Corporation, and its introduction of 
“Three Castles,” a well-known English cig- 
arette, into the American market at a price 
of two packages for a quarter (plain or cork 
tips), as against 15 cents straight for the 
standard brands. Success of this brand is 
reported to be phenomenal, and the company 
was able to inaugurate dividend payments on 
its Class A stock within six months after 
beginning operations. This is the more sur- 
prising in view of the fact that practically 
nothing was spent on advertising except win- 
dow and counter displays in the United and 
Schulte stores, while the other companies 
were continuing to spend many millions an- 
nually in advertising. The name of the 
“Three Castles” cigarettes has just been 
changed to “Three Kings,” and the com- 
pany has also taken over the “Melachrino,” 
“Herbert Tareyton” and other brands of 
cigarettes and smoking mixtures, and re- 
cently acquired control of Otto Eisenlohr & 
Bros., cigar manufacturers, through its sub- 
sidiary the Union Cigar Co. 

The second factor was the sale of large 
quantities of the standard 15-cent cigarettes 
by the Great Atlantic & Pacific Tea Com- 
pany in their 17,000 stores throughout the 
country at two for a quarter, thus taking 
business away from the regular retailers. 

Old prices were $6.40 or $6.45 per thou- 
sand at wholesale, while new list price is $6 
less discounts averaging 12 per cent, which 
brings it to $5.29 per thousand. Of this 
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REMOVE THE DOU! 


“STANDARD Services’ 


provide a flexible, far-reaching sys- 
tem of investment information for 
bankers, brokers and all other ex- 
ecutives who must watch the trend 
of securities and business. STAN- 
DARD is not a tipping agency. If 
it were, we could not refer you to 
ANY large bank in any large 
American city. Included among our 
20,000 clients are all the largest 
banksand financial houses in North 
America. Ask your correspondent 
bank for an opinion of this com- 
pany and the quality of the infor- 
mation it furnishes. 


Do YOUR Clients Ask You 


Such Questions as These @ 


“Would you hold U.S. Steel Common?”. . .““Do you think 
I should buy Southern Railway?”...“Shall I sell my Gen- 
eral Motors now?”...“Is Timken Roller Bearing worth 
its present price?”...““What shall I do about this or that 
stock?”...“Is the stock market going higher or lower?” 


F your clients lean on you as heavily as do those of most bankers, such 
questions are being put up to you every day—perhaps several times a 
day. Often it is extremely hard to answer them conservatively and intel- 
ligently. Often you are quite properly reluctant to assume responsibility 


for advice of this sort. 


Yet—you can’t dodge the questions. And, in most cases, it is not good 
business to answer evasively or to refuse to answer them at all. If you 
do refuse, a competitor may not. Then his bank will gain goodwill, and 
add to its depositors, at your expense! 


How Shall You Solve This Problem? 


Many bankers have solved it by 
placing the responsibility on STAN- 
DARD service. This enables them 
to pass on to their clients the opin- 
ions of the largest statistical organ- 
ization in the world—with a staff of 
nearly 500 people—engaged solely in 
collecting, analyzing and interpreting 
business and financial information. 

These bankers know that back of 
STANDARD’S opinions is a com- 
prehensive knowledge of industrial, 
financial and stock market conditions 


—a knowledge based on 22 years’ 
experience. 


Every known fact about each stock 
is carefully considered. Nothing that 
may have a bearing on its value is 
overlooked. Analyses are based on: 
—the general business situation; 

—state of the stock market; 
—position of the company in its industry; 
—conditions in that industry; 


—facts disclosed by company’s 
income accounts and bal- 
ance sheets; 


—other facts relating to internal affairs of 
the company; 


—extent to which the stock has discounted 
past and potential earnings, etc. 


Why not put it up to STANDARD 
service to answer the questions of your 
clients—to their satisfaction and yours 
—and with a minimum demand on 
your time? 


You can put this service to the acid 
test of actual use, at mo expense to 
you, for a sufficient period of time to 
thoroughly prove its value. 


Free Trial Offer 


Write for details of our FREE TRIAL OFFER. 
While this offer lasts, you can test this STAN- 
DARD service at our expense. No charge to 
you—no obligation whatever, except to return 
the service, at our expense, if it doesn’t prove 
itself an indispensable addition to your present 
business equipment. 


Below you will find the most valuable Cou- 
pon you have ever clipped. 


MAIL THIS COUPON NOW 

STANDARD STATISTICS CoO., Inc. 
200 Varick Street, New York 


BJ 2 


STANDARD STATISTICS CO., Inc. | 


The Largest Statistical Organization in the World 
200 Varick Street, New York 


TRIAL OFFER of Standard Trade and Securities 


Please send me full particulars of your FREE i 
Service. 


Name... 


When writing to advertisers please mention the American Bankers Association Journal 
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“THE SAFEST OF SAFETY PAPERS” 


\\ 


Service 


GILBERT SAFETY BOND 


Write Made by 
loday for 


book stow- (GILBERT PAPER COMPANY 


ing various types of 


lithographed and Menasha ‘8 Wisconsin 
printed checks on 
this new safety 


paper. 


“ASK YOUR LITHOGRAPHER OR PRINTER FOR SAMPLES AND PRICES.” 


When writing to advertisers please mention the American Bankers Association Journal 


: \ 
iS \ May, 1928 
\ \ 
S \ a 
— 
N 193'0009° 
| 
IS yarc™ 6» 1928 
S pape™ company 
‘\ 
\ | A 
\ we pave made «nes? pave A 
IS gigure® cnec™ papers 
S \ pave severe oraet® of cneck® 
- N | prinved on gatetd end are 4% A 
- 
ox out oraet® gneck® end arett®° 
NS yours word (A 
pours? 
| —_ 
N sample 
A 
A 


eceptive Investment Advertising 


By EDWARD J. REILLY, JR. 


Trust Officer, National Bank of New Jersey, New Brunswick, N. J. 


Driven by Keen Competition, Advertisers Often Are Distorting 
the Truth to Convey an Unwarranted Conception of Fact. In- 
stances In Which Deceptive Devices Are Used to Mislead the Un- 
initiated Investor. Real Estate Bond Field Has Most Offenders. 


HE phenomenal expansion of liquid 

investment capital in the last five 

years, and the broader, more gen- 

eral public participation in the fruits 
of prosperity have created a huge reservoir 
of capital seeking safe investment and a 
strong, active demand for securities through 
which this plethora of funds may obtain 
profitable and reasonably safeguarded em- 
ployment. 

As the wish is often father to the thought, 
there has been no noticeable shortage of 
available channels through which the funds 
may be invested. New investment banking 
institutions have sprung up almost over 
night, and small companies which had for 
years been content to prosper in a modest 
way in familiar territory have, through the 
medium of national advertising and concen- 
trated sales effort, blossomed forth in gi- 
gantic efforts to supply the new demand. 

Issuing and distributing houses, particu- 
larly in the real estate bond field, in their 
keen competition to obtain stock in trade, 
have been guided often by standards which 
would not have been tolerated a few years 
ago, and in disposing of that stock resort 
at times to methods, arguments and state- 
ments ‘which in many instances kick the 
traces of salesmen’s license and become dis- 
tortions of the truth, intended to convey 
an unwarranted conception of fact at times 
fraught with possibilities of severe loss. 


Typical Advertisements 


EFORE me is the advertising of two 

houses selling real estate mortgage 
bonds. One, in a bold type headline—the 
largest type used in the copy, and therefore 
inferentially projecting the idea which is 
foremost in the bond seller’s mind—reads: 
“In the opinion of counsel these bonds are 
legal investments for national banks.” The 
other reads: “A legal investment for na- 
tional banks; a logical investment for you 
... bonds meet all the conditions of safety 
required by national banks in the investment 
of their funds. By the same token, they 
are a logical investment for your funds.” 

Let us note these facts. Neither adver- 
tisement appears, nor has appeared to my 
knowledge (and I read most of them), in 
a purely banking publication. The first is 
from a New York daily paper, the other 
from a high-grade general magazine of na- 
tional circulation. 

Now, I happen to be an officer of a 
national bank, and somehow or other I have 
a strong hunch that the underwriters of the 
real estate bonds in question were not ad- 
dressing themselves to national bank invest- 


Advertising 


HILE much splendid 

work is being done by 
Better Business Bureaus, 
Chambers of Commerce and 
public - spirited newspaper 
and magazine publishers to 
eliminate dishonest adver- 
tising particularly by cur- 
tailing the operations of 
stock-swindlers and obvious 
frauds, it seems not to have 
clipped the wings of some 
over-ambitious investment 
dealers whose advertising 
becomes dishonest through 
distortion and manipulation 
of the truth. This article 
reveals some questionable 
points in advertising. 


ment officers with their intonation that 
“in the opinion of counsel these bonds are 
legal investments for national banks.” 
What of it? The note of any local busi- 
ness man bearing a satisfactory indorsement 
is a legal investment for a national bank. 
So is the unsecured debenture bond of an 
industrial corporation, even if it be located 
in a foreign country. It is still “legal.” 
And every national bank investment officer 
reading a New York daily newspaper knows 
it. Then why all the ballyhoo about the 
opinion of counsel that the bonds are legal 
investments for national banks? Certainly 
not to give national bank officers legal opin- 
ions on the investment of depositors’ funds! 


A Deceptive Device 


T seems more likely that what was in- 

tended amounted to nothing but an effort 
to convince the uwnintiated investor that 
since the bonds in question are legal for 
national banks, which, presumably, must be 
guided by the strict laws promulgated by 
an all-wise Congress, surely they would be 
eminently satisfactory for Mr. Uninitiated 
Investor who regards absolute safety as a 
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primary consideration in making his invest- 
ments. If the uninitiated investor were ac- 
quainted with the fact that as far as legal- 
ity for national banks is concerned, the 
bonds advertised had no higher standing 
than the indorsed or secured ncte of any 
individual, it seems likely that he would be 
quite chagrined at this highly deceptive de- 
vice to convey the idea of absolute safety, 
although, in fact, such a conclusion by no 
means follows. 

“A legal investment for national banks; 
a logical investment for you.” Indeed! 
Logical! Oh, Logic, what sins are com- 
mitted in thy name! The note of the im- 
pecunious clerk evidencing the major part 
of the consideration for the purchase of 
a second-hand automobile which will tax 
his wits and resources to the utmost for 
a year or more before his title is clear, 
when offered for discount by the dealer 
making the sale, is a legal investment for 
a national bank. But as for a logical in- 
vestment for you and me as individuals— 
well, for my part I had rather go to a race 
track and place my money on any horse 
whose name caught my fancy. At least 
I would have the pleasure of seeing the 
horses run! 

It just happens that the conditions of 
safety required by national banks are nec- 
essarily different from the conditions which 
the teacher, the physician, the retired busi- 
ness man and widow must demand. The 
bank is in the commercial banking business. 
We small investors are not. The bank has 
the facilities to supervise loans, the knowl- 
edge and the experience to apply sound 
financial judgment. We small investors 
have not. The bank has a trained expert 
personnel and a vigilant board of directors 
to advise. The small investor is not so 
fortunate. 

This same high-grade national magazine 
advertises two issues of building and loan 
association certificates secured by real estate 
mortgages. In both instances the certifi- 
cates, among other highly desirable attributes 
of first-class investments, are described as 
being “Legal For Trust Funds.” 

Now, let us assume that I, John Brown, a 
resident of New York, New Jersey, Oregon, 
Pennsylvania, Texas, or, in fact, of any state 
except a possible half dozen, have a small 
trust in my care upon which I am inter- 
ested in obtaining the highest income yield 
compatible with safety and the legal restric- 
tions imposed upon trust investments. 
“Legal for Trust Funds” reads the adver- 
tisement, and I prcceed in good faith to 
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Helps for Trust Officers 


First Southern Trust Conference, Held at Chattanooga, Covered a 
Wide Range of Subjects. Duty of Chief Executives Toward Trust 


Departments. 
ard Fees. 


HE American Bankers Association 
held the first Southern Trust Con- 
ference at Chattanooga on April 20 
and 21. It was attended by more 
than 150 active trust officers and bank ex- 
ecutives from the principal southern cities. 
Sixty-nine different cities were represented. 
While the conference brought out the rich 
possibilities that are offered for the devel- 
opment of trust business, it laid emphasis on 
the responsibilities that are assumed and 
suggested methods and policies which might 
be adopted so that the development might 
proceed along sound and profitable lines. 
Before adjournment, the conference voted 
unanimously to request the Trust Company 
Division to make a regular annual event of 
the Southern Trust Conference. 


HE: part that the executive heads of 

banks and trust companies should play 
in the development of the trust department 
was presented by Robert F. Maddox, “chair- 
man of the Board of the Atlanta and Lowry 
Naticnal Bank and of the Trust Company 
of Georgia. “It is the paramount duty of 
the bank executive to foster and promote 
the growth and development of his trust 
department,” Mr. Maddox said, “and to pro- 
vide the essential safeguards which should 
be thrown around the handling and manage- 
ment of property of others, instrusted to the 
care of his institution. The growth of his 
trust department and the reputation of his 
institution is measured by the supervision 
and cooperation thus extended.” 

As the first duty, Mr. Maddox listed the 
selection and training of the personnel di- 
rectly in charge of the trust department. 
They should then be given the fullest oppor- 
tunity and the widest latitude, he said. The 
other departments should not be allowed to 
override or thrive at the expense of the 
trust department. He should see that the 
regulations of the Comptroller of Currency’s 
office or of the State Banking Department 
are rigorously observed and that proper su- 
pervision governing sales of property and 
the investment of funds in trusts and es- 
tates are provided. Each bank executive 
should see to it that from three to five of 
the most able and experienced directors of 
the Board are designated to serve on the 
Trust Investment Committee. A_ periodic 
review of all investments made in the vari- 
ous trusts and estates being handled should 
be required as a further protection, Mr. 
Maddox said. 

The impressive development of trust ac- 
tivities in the national banking system was 
pointed out by R. E. Harding, vice-presi- 
dent of the Fort Worth National Bank. 
While the first fiduciary permit was not 
issued by the Federal Reserve Board until 
1915, there were 2264 national banks—or 


Cost of Administering Estates. 


29 per cent of the total number—that had 
authority to administer trusts at the close 
of 1927. National banks numbering 1382 
have established active trust departments and 
are administering individual trusts with 
assets of $2,079,858,237. Of these banks, 
544 were also handling corporate trusts and 
acting as trustees for bond and note issues 
aggregating $6,354,713,735. 

During the past year more than 400 na- 
tional banks took the preliminary steps to 
open up active trust departments, Mr. 
Harding reported, and predicted that the 
next few years would witness a_ steady 
growth in trust activities in the national 
banking system. 


N° matter how large or small a trust 
company or a bank is, it must become 
a specialist in securities, A. F. Young, vice- 
president of the Guardian Trust Company 
of Cleveland, stated. As one of the pioneers 
in developing a system for the scientific 
analysis and review of securities in trust 
estates, Mr. Young outlined a method that 
could be followed by any institution in keep- 
ing up with changing values and in protect- 
ing the trust department from sustaining 
losses. 

Mr. Young laid emphasis on the desirabil- 
ity of an institution refraining from buy- 
ing securities from itself for trusts it is 
administering. He suggested that it would 
be wise for the newer companies to follow 
this practice, which has been set by the most 
experienced trust departments, because a 
trustee, buying securities from its own in- 
stitution, makes itself the guarantor of these 
securities. 

The field for the life insurance trust in 
the South was discussed by John A. Rey- 
nolds, vice-president of the Union Trust 
Company of Detroit. More than a half 
billion dollars in insurance is now deposited 
under trust agreements, Mr. Reynolds said, 
and the total is increasing in a striking man- 
ner. He urged the trust companies and 
banks to cooperate fully with the local 
underwriters and predicted that this would 
result in more business for both groups. 


HE need for standard fees for trust ser- 
vices was discussed by John C. Mechem, 
vice-president of the First Trust and Sav- 
ings Bank of Chicago. The one thing of 


which the average bank probably has the. 


least knowledge is the actual cost of operat- 
ing its true department, Mr. Mechem said, 
and this makes it rather difficult for an in- 
stitution to fix a price sufficiently in excess 
of the cost of doing the business to yield a 
reasonable margin of profit. 

If the trust department is to be conducted 
on a commercially successful basis, the fee 
must be measured by the service rendered 
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Need for Stand- 


A List of the Dangers and Pitfalls in the Business. 


rather than by the ability to pay. As to 
competition between trust companies, Mr, 
Mechem observed that “We know only too 
well that for trust companies in the same 
locality to compete for business on a fee 
basis is community suicide.” Praising the 
local corporate fiduciary association for its 
efficacy in bringing about a schedule of 
standard charges in the various communities, 
Mr. Mechem said that he could not urge too 
strongly the desirability of creating these 
associations in the principal southern cities. 

Only about 2 per cent of all bank pros- 
pects are possible customers of the trust 
department, Fred W. Ellsworth, vice-presi- 
dent of the Hibernia Bank and Trust Com- 
pany of New Orleans said in discussing how 
to advertise trust service. For this reason 
direct contaet is preferable to general pub- 
licity, although the latter undoubtedly has 
its place. 

Describing the opportunity that offers it- 
self, Mr. Ellsworth said: “The service which 
the well-equipped and thoroughly experienced 
trust department is ready and anxious to 
give is so comprehensive, and so satisfying, 
and so surprisingly simple, and so unex- 
pectedly invaluable, and so resourceful in 
the saving of time, worry and needless ex- 
pense, and so conducive to peace of mind, 
and so intelligently and continuously help- 
ful in assuming all the annoying details of 
one’s personal affairs, and, withal, so ridicu- 
lously inexpensive that if we can ever get 
the message properly into the minds of the 
public we shall be literally overwhelmed 
with those seeking the service.” 


COMPREHENSIVE statement of - the 

dangers and pitfalls confronting a trust 
officer in the establishment and operation of 
a trust department was given by H. L. 
Standeven, vice-president of the Exchange 
Trust Company of Tulsa, Okla. It is given 
elsewhere in this issue. 

The community trust is making progress, 
Ralph Hayes, vice-president of the Chatham 
and Phenix National Bank and Trust Com- 
pany of New York, told the conference. 
Eighteen community trusts are now actually 
disbursing income. With the growing wealth 
of the South, there will be a need for such 
a modern agency for giving in the southern 
cities, Mr. Hayes suggested. 

The South is not yet “will-conscious,” 
Gilbert T. Stephenson, vice-president of the 
Wachovia Bank and Trust Company of 
North Carolina, told the conference. 
Stephenson presented complete statistics for 
the state of North Carolina, revealing that 
out of the 22,000 adults who died there in 
1927—14,000 of whom were white and 8000 
colored—only 6100 left estates that were be- 
ing settled according to law, and 15,900 

(Continued on page 898) 
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The Shifting Investment Field 


By CHARLES F. SPEARE 


Redemption of Seven and Eight Per Cent Corporation Financing 
Bonds and Substitution of Ones at Lower Rates Has Driven Many 


Investors Into the Speculative Market. 


Purchase of Securities 


of Poorer Quality the Result. Utilities Lead in Retiring Issues. 


N the first four months of this year 

$700,000,000 of bonds were called for 

redemption prior to maturity. This 

is more than double the amount in the 
same period of 1927. It does not take into 
account securities that are maturing and 
must be paid off when due. This involves 
another large sum. Railroad maturities for 
the twelve months to Dec. 31 will be about 
$300,000,000 and those of the public utilities 
around $200,000,000. In addition there are 
the securities of industrial companies and 
a good sized list of foreign dollar bonds 
to be retired. 

In the aggregate, therefore, the total of 
bonds and stocks called or maturing this 
year will be fully $2,500,000,000. Most of 
this is dealt with through new issues at 
lower rates of interest or lower dividends 
than were carried on the old issues. 

This is a period when it is easy for the 
corporation to borrow. In fact, corporation 
financing is being stimulated to a certain 
extent by the banks and investment firms 
that specialize in corporation loans. Most of 
the indentures have provided for the re- 
demption of bond issues at certain fixed 
prices at or after certain dates. This was 
a precaution taken when money was tight 
and it was difficult to negotiate loans except 
at high rates. 


Foreign Borrowers Led Way 


HE foreign borrower, especially, saw 
to it that he was not burdened for a 
long period of years with an excessive rate 


of interest. He, therefore, demanded the 
privilege of calling his bonds at par or at 
a small premium when the world’s money 
markets returned to a more normal basis. 
Recently we have seen the Kingdom of Den- 
mark selling a 4% per cent bond to re- 
place a series of obligations that started 
at 8 per cent soon after the war, and were 
gradually pared down to the present low 
basis. 

Last year approximately $1,500,000,000 of 
bonds were called for payment before ma- 
turity. Nearly half as many have already 
been advertised for redemption in the first 
third of 1928. It is probable that the total 
anticipated payments in 1928 will be $2,- 
000,000,000 as a minimum. Not only are 
bonds being taken up and replaced by lower 
coupon issues, but preferred stocks that 
have paid 6 and 7 per cent are being re- 
tired and 5 per cent shares substituted. 
Those who have non-callable preferred 
stocks are fortunate. Some of these have 
been rising steadily until they are now on 
nearly the same income basis as high grade 
bonds. 

In a published list of 250 bonds called 


for redemption, more than 100 were shown 
to be carrying rates of interest in excess 
of 6 per cent. The majority were 7 per 
cent. A fair proportion were 7% per cent 
and numerous 8 per cent issues were scat- 
tered throughout the group. Of the re- 
mainder, 80 were 6 per cent bonds. 


6 Per Cents Attractive 


ODAY a 6 per cent bond furnishes an 

attractive refunding prospect. No bor- 
rower allows a 7 or 8 per cent bond to 
stay out unless there is an inhibition in 
the form of a call price that cannot be ex- 
ercised until some future time, as in the 
case of many foreign issues, or unless the 
bond is absolutely non-callable. Even 5% 
per cent mortgages of public utilities are 
being retired and replaced with 4% per 
cent loans, so eager are investors to se- 
cure the obligations of the well-managed 
and high-credit power and light companies. 
One such corporation has just established 
a precedent in bringing out a 4 per cent 
bond which was quickly absorbed on a 4.40 
per cent basis. 

The public utilities have led the way in 
the matter of retiring their high coupon is- 
sues with those of a moderate rate of in- 
terest. They have had the double advan- 
tage of a period of.easy money and an era 
of large earnings and strong public confi- 
dence in their management and_ policies. 
They were the first last year to introduce 
the 4% per cent refunding bond _ issues. 
Most of these came out at a discount of 
several points from par. Now many of 
them are selling at a premium of from 1 
to 3 points. Meanwhile the law making them 
legal in New York state has improved their 
status, but they had gone through par be- 
fore this measure seemed likely to pass. 

The railroads followed the power and 
light corporations with 4% per cent mort- 
gages, also at a discount. While they have 
gained ground, they have not had the flare 
of the public utilities. The few 4% per 
cent industrial issues brought into the mar- 
ket have made very little progress. The 
investor demands a high degree of safety 
when he buys a low coupon issue. When 
he wants to make a change, he seeks a 
liberal sized return on his capital and is 
not greatly interested in 414 per cent sec- 
ond grade industrial mortgages. 

The proportions of refunding operations 
in bonds and stocks to the amount of new 
capital actually being raised are impres- 
sive. In 1927 the total of corporate issues 
in the United States was $7,301,000,000. Of 
this nearly $2,000,000,000 represented the ex- 
change of old securities for new. So far 
in 1928 the ratio has been even higher. 
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The only accurate figures available are those 
for the first three months ending March 
31. In that period, of a total of $1,928- 
000,000 placed, the amount for refunding 
was $727,000,000, or nearly 38 per cent of 
the total, compared with slightly over 25 
per cent in the earlier period. For the rail- 
roads alone, the percentage in the first 
three months was about 70 and for the 
public utilities 45. 


A Hardship on Investors 


ROM these figures it will be seen how 

large a part in the financing of the pres- 
ent time is being taken up with the replace- 
ment of the high coupon bonds issued dur- 
ing the past ten years for a new group of 
mortgages with coupons lower than any 
negotiated since money was cheap, and bonds 
were at their peak prices twenty-five years 
ago. 

While all of this is very much to the 
advantage of the corporation, providing it 
with a low carrying charge over a long 
term of years, and making more valuable 
its junior securities, it works a hardship on 
the investor. He has been going from one 
stage of income return on capital to an- 
other, thriving on the 7 and 8 per cent 
yields which both domestic and foreign se- 
curities provided between 1920 and 1925, 
and then gradually having to accept both 
bonds and preferred stocks on which there 
has been a_ steady shaving-down of the 
interest and dividend rate during the past 
three years. 

This has forced the investor, against his 
better judgment, to purchase securities of 
a lower quality in order to maintain the 
return which he felt he should receive. 
This situation will probably continue for 
some time. It has already driven many out 
of the investment market into that for spec- 
ulative securities, in the hope that an appre- 
ciation in capital values would compensate 
for a reduction in income on capital. 


Farm Labor and Farm Prices 


Farm labor is in greater supply than a 
year ago, but wages remain at about the 
same level, which is 66 per cent above pre- 
war, with farm prices on March 15 only 
37 per cent above prewar, says a statement 
issued by the Central Trust Co. of Illinois. 
Employment in manufacturing  establish- 
ments made a decided gain during March, 
although the totals are still below March 
of last year. Per capita earnings also made 
a gain and averaged $27.33 per week com- 
pared with $27.11 in February and $27.22 
in March of last year. The railroads are 
also employing less workers. 


~ 
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The Condition of Business 
(Continued from page 886) 


amount, $3 per thousand represents internal 
revenue taxes, leaving the manufacturers 
$2.29 per thousand. 

The direct tax, therefore, is at the rate 
of 131 per cent on cost of production, in- 
cluding profit on which the usual income 
tax of 13%4 per cent must be paid in addi- 
tion. The standard package of twenty cig- 
arettes now sold to the public at 15 cents 
means 6 cents given to the government in 
direct tax, 4.42 cents to the retailer for 
merchandising and 4.58 cents to the manu- 
facturer for all costs of materials, manufac- 
turing, etc., including profit. 

Effect of the new price schedule on earn- 
ings of the large manufacturers is uncer- 
tain, but from the above it will be seen that 
while a cut in wholesale prices of 45 cents 
per thousand amounts to only 7 per cent, it 
represents a cut of 13 per cent in manu- 
facturers’ gross receipts less taxes, and a 
still larger reduction in net profits. Junior 
shares of the four tobacco companies an- 
nouncing reduced prices have declined con- 
siderably on the exchange. 


Bond Prices Lower 


HE bond market has shown a sagging 

tendency during the past month as a 
result of the increase in Federal Reserve 
rediscount rates and the higher level of 
money generally. 

United States Government securities have 
been affected most, due to their low yield 
and prompt response to changes in interest 
rates. Some of these issues are now down 
more than two points below the 1928 high 
prices. 

Forty high-grade domestic bonds, accord- 
ing to the New York Times index, stand 
around the year’s high of 93.50, the low for 
the current year being 91.73. Ten foreign 
bonds making up a similar index stand 
around 107, compared with the current year’s 
high of 107.47 and low of 106.51. 


Such high prices and consequent low 
yields forecast a continuance of extensive 
refunding operations during the balance of 
the current year. 


Underwritings Continue 
Large 


HE past month brought the largest piece 

of public utility financing in several} 
years when the Associated Gas & Electric 
Co. sold an issue of $63,000,000 convertible 
4%s due in 1948 at a price of 97, to yield 
4.73 per cent. Although the issue was un- 
derwritten by investment bankers, it had 
been originally offered to and fully sub- 
scribed by stockholders, so that the public 
offering was only a formality. 

A year ago the Associated System sold 
5% per cent bonds. Present coupon of a 
full point lower illustrates the continually 
declining level of bond yields, although an 
additional factor in this case is the improv- 
ing credit standing of this great public 
utility organization, and its program of sim- 
plifying capital structure so as to place the 
parent company obligations closer to the 
physical properties of its operating subsid- 
iaries. 

Only slightly under this record offering 
came two other public utility issues of $50,- 
000,000 each. The American Gas & Electric 
Co. sold its debenture 5s, due in the year 
2028, at a price to yield 4.95 per cent, and 
the Cities Service Co. its debenture 5s on a 
5.13 basis. 

Principal foreign loan was the Kingdom 
of Denmark external 4%s in the amount of 
$55,000,000 on a 4.80 basis. It is the first 
post-war foreign government loan that has 
been offered in the American market bearing 
a coupon as low as 4% per cent. Proceeds 
were used to call in and refund an 8 per 
cent loan sold here in 1922. 

Following is a list of all bond offerings 
last month of $5,000,000 or more: 


Major Financing in April 


Issue 


Associated Gas & Elec. Co. conv. deb 

Kingdom of Denmark 
American Gas & Elec. Co. deb 

Cities Service Co. deb 

Cincinnati Gas & Elec. Co. Ist A 

New England Power Association deb 

Chgo., Mil. & St. P. Ry. Co. gen. mtge. E 

Wheeling Steel Corp. Ist & ref. B 

International Cement Corp. conv. deb 

Minnesota Power & Light Co. Ist & ref 

Chgo. Artificial Ice Co. Ist s.f A 

City of Copenhagen, Denmark 

Chicago Sanitary District 

City of Chicago 

Houston Gulf Gas Co. Ist & Col. A 

Pittsburgh Hotels Cor. Ist s.f. 
Superpower Co. of Illinois 1st 

Shawinigan Water & Power Co. Ist & col. tr. s.f. B.. 
Mayflower Hotel Co. Ist s.f. 
California Water Service Co. 1st A 

National Press Bldg., gen. mtge. S.f. 
St. Louis-San Francisco Ry. Co. eq. tr. CC 

Childs Co. deb 

Boston, Cape Cod & N. Y. Canal Co. 1st 

Famous Players Canadian Corp. Ist s.f. A 

Electric Power Co. Ist s.f. 

State of Alabama 

Hotel Governor Clinton, Inc. Ist s.f. A 
Agricultural Mortgage Bank of Colombia, gtd. s.f.... 


Due 


1948 
1962 
2028 
1958 
1968 
1948 
1989 
1953 
1948 
4% 1978 
5 1953 
4% 
4% 1929-48 
1929-47 
1943 
1948 
1968 
1968 
1948 
1943 
1958 
1950 
1929-43 
1943 
1960 


Amount 


$63,000,000 
55,000,000 
50,000,000 
50,000,000 
35,000,000 
25,000,000 
24,000,000 
21,000,000 
18,000,000 
14,000,000 
12,500,000 
12,000,000 
11,000,000 
11,655,000 4 
11,000,000 6 
10,350,000 5% 
10,000,000 4%4 
10,000,000 4% 
7,500,000 6 
6,500,000 6 
6,254,000 5 
6,250,000 5% 
6,000,000 4 
6,000,000 5 
5,000,000 5 
5,000,000 6 1948 
5,000,000 6% 1953 
5,000,000 4%4 1929-58 
5,000,000 6 1948 
5,000,000 6 1948 


4% 
4% 
5 
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Rate Price Yield 
97 4.73 0 
95 4.80 | 
101 4.95 a 
98 5.13 q 
92% 4.40 de 
100 5.00 T 
102% 4.38 
93 5.00 re 
97 5.25 ac 
97% 4.64 

96% 5.25 
4.88 a 
3.80-4 ci 
3.75-.95 or 
99% 6.05 
99% 5.54 
98% 4.58 
6.00 

100 6.00 

103% 4.80 et 
100 5.50 al 
4.10-.20 
96 5.40 in 
100.70 5.00 Ne 
100 6.00 d 
99% 6.50 
3.844 as 

100 6.00 
93% 6.59 of 
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Diary of a Trust Officer 
(Continued from page 859) 


another. Finally the fight for existence was 
too much for Phil. He contracted a serious 
illness and soon died. In his extremity he 
had perinitted all his life insurance to lapse, 
and after the funeral was over his widow 
and daughter were penniless. Through the 
aid of a few friends the expenses of the 
modest funeral had been met, and it was 
then his widow realized the terrible situa- 
tion which confronted her. 

This is the story that I heard from Mrs. 
Rowland this morning. At one time in his 
life, only a few short years before his 
death, Phil Rowland could have created a 
funded life insurance trust which would 
have amply provided for his wife and daugh- 
ter for the remainder of their lives. He 
failed in this duty to his family and now 
they must suffer. As a trust officer I re- 
alize more and more the opportunity of do- 
ing good to our fellow men by assisting them 
in the creation of trusts that will protect 
their dependent families in cases such as 
above outlined. 


A New Type of Bank 
Account 
(Continued from page 866) 


number of deposit entries, number of checks 
drawn and other overhead, and to this 
amount will be added an additional percent- 
age of 25 per cent, which will represent the 
bank’s profit on the account. An itemized 
list of debits and credits will be a part of 
the monthly statement which accompanies 
customers’ canceled checks. Costs and in- 
terest rate will also be printed in the state- 
ment. Those not receiving statements will 
be furnished the same information on a card. 

The justice of this new type of account 
places it above criticism. Nothing could be 
more equitable to all concerned, and only 
those depositors who are unreasonable and 
who demand more than they are rightfully 
entitled to would think of objecting to its 
terms, which are so simple as to be easily 
understood by all depositors. 

It is a well-known fact that those who 
open accounts today have only a vague idea 
of the rules governing them. As a conse- 
quence, misunderstandings between the new 
depositor and his bank often arise later. 
This unsatisfactory condition would be fully 
relieved with the adoption of the proposed 
account. Instead of a number of accounts 
to consider, the new depositor would have 
only one. Instead of various points to de- 
cide, the proposed account would offer him 
only one, namely, whether repayment is to 


be on demand or subject to notice, his deci- | 


sion on this point automatically fixing the 
rate of interest he is to receive. 

The proposed account efiminates the pres- 
ent inequitably flat monthly service fee for 
all depositors within a general group, and 
introduces a new method by which a rea- 
sonable fee is charged for all services ren- 
dered, not on the basis of one service, such 
as a charge for checks only. 

The proposed account will have the effect 
of reducing the volume of checks now be- 
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s is a fitting tribute that so many big banks and business 
institutions in selecting office equipment, place Milwaukee 
Chairs unqualifiedly first among all others. 


This favor is final in its meaning, because the men back of 
these institutions are real judges of that which is worthy and 
most suitable to the particular use for which it is selected. 


Milwaukee Chairs are therefore chosen particularly for 
their utility, their dignity and refinement, and for their 
sturdy character—clear evidence of the leadership of Mil- 
waukee Chairs, whenever or wherever quality is the first 
consideration. 


It will be a pleasure to submit photographs of Milwaukee 
Chairs suitable for your purpose. Out of the great variety 
of these famous chairs there are those which will har- 
monize and fit right into your surroundings. A letter to 
The Milwaukee Chair Co., 624 S. Michigan Ave., Chicago, 


will bring a representative to see you. 


MILWAUKEE 


CHAIRS 
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Like the 


BIG 


Figures! 


This latest Safeguard is filling 
a new. demand of business: it 
writes checks more quickly, with 
less effort, and in larger, more 
legible figures than any other 
machine. 

Like the famous Safeguard 
word-writing model, it automat- 
ically protects the payee’s name, a 
patented feature that cannot be 
copied by any other machine. 


Let a free trial on your own 
work prove its ease and speed. 


NEW Instant | 
Safe-Guard 


Write for Sample Checks and Prices 


SAFE-GUARD 


CHECK WRITER CORP’N. 
LANSDALE, PENNSYLVANIA 


ing issued for mere trifles, as under the 
proposed plan each check issued by a de- 
positor will be charged to him at actual cost 
to the bank, plus 1 cent as the bank’s profit. 
This charge will have a restraining effect 
on a reckless use of checks, as did the affix- 
ing of revenue stamps on bank checks during 
the Spanish-American War, except that the 
restraint will be accentuated by the fact that 
the cost per check is much higher than were 
the revenue stamps. 


The Opening of Accounts 


HE proposed account disposes of the 
long drawn-out debate between bankers 
and depositors as to the amount a bank 


Min. Mon. 
Balance 
less 10% 
Reserve 


$428.86 
623.00 
83.80 
593.12 
562.00 
654.00 
742.24 
26.51 
298.95 
461.00 
686.00 
246.00 
450.65 
714.34 
307.11 
476.96 
935.39 
540.53 
133.13 
857.20 
537.00 
272.00 
824.83 
232.66 
581.65 


No. of 
Deposits 


No. of 
Checks 


52 $12,268.93 


$18.33 
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is overcome by the fact that, while it wil] 
place them on interest, it will also subject 
them to a service charge which would return 
a reasonable profit to the bank. Unless 
accounts are dormant, or nearly so, the 
charge would prove of more benefit to the 
bank than to continue the accounts as at 
present. 

For example, let us consider commercial 
accounts that have minimum monthly bal- 
ances of from $400 to $1,000, and which 
are not receiving interest. In making a test 
I took twenty-five sheets showing the record 
of twenty-five commercial depositors whose 
balances fluctuated between $400 and $1,000, 
Here is the record: 


Interest at 
2% after 
deducting 10% 


Service 
Charge 


1.19 


$22.62 $9.76 


Nore—Interest paid at the rate of 2 per cent—a higher rate not being justified because a_ great 


majority of these accounts are very active. 


every deposit, plus 10 per cent to cover miscellaneous minor items of expense, 
At this rate, however, the bank has a further profit of 4.25 on the twenty- 


represents the bank’s profit. 


Charges against accounts—4 cents for every check and 


lus 25 per cent, which 


five accounts, all of which proves that if they were placed on the new basis the bank would make 


more on them than it is at present by paying no interest and ogee no charge for its service. 
that depositors who have good balances and whose accounts are only 


while in the case of smaller accounts depositors who draw an 
Each deposit is charged for at 4 cents, or the same as checks. 


freight,” as they should do. 


Note 
reasonably active receive interest, 
“the 
This 


excessive number of checks pay 


charge is made instead of charging for float, collection, etc., as in the case of these medium-size ac- 


counts, deposits are not 


large, and contain numerous small checks, which would make the necessary 


clerical work in figuring each item too expensive to justify the difference, if any, to be gained. 


should receive in opening a checking ac- 
count. With the proposed account adopted, 
a bank need have no minimum amount for 
opening checking accounts, as each account 
pays a profit regardless of the size of the 
balance carried. Since no account will be 
permitted to close out without paying the 
prescribed fee, if any be due the bank, there 
is no way a bank can lose on small accounts. 
Also, by removing restrictions cn opening 
checking accounts, a bank places all cus- 
tomers on a par so far as the privileges 
of having a checking account go. 

All new accounts closed before they have 
been on the bank’s books for a full calen- 
dar month will be charged, in addition to the 
regular schedule of costs, the sum of twenty- 
five cents to cover the extra cost of open- 
ing the account. By making this opening 
charge, banks will save many thousands of 
dollars annually now lost on fly-by-night 
accounts. 

An objection which some bankers will 
raise to the proposed account is that it will 
place on interest its present non-interest 
bearing accounts. This objection, however, 


Nearly every well-managed business con- 
cern has a fixed schedule of charges. One 
pays for his laundry according to a price 
list for various articles. Municipal and pri- 
vate utility corporations sell gas and elec- 
tricity according to the number of cubic 
feet of gas and number of kilowatt-hours 
of electricity consumed. Imagine the un- 
fairness of charging a flat rate to all people 
within a municipality. Railroads charge for 
miles traveled. The tendency of modern 
business is to charge those served for the 
service they receive. 

With the margin of profit in the bank- 
ing business being cut down, it would not 
be surprising if before long banks placed all 
of their accounts on some kind of a profit 
basis by insisting that each bank customer 
pay a service fee commensurate with what 
that service actually costs, plus a reasonable 
profit to the bank. The psychological effect 
of paying interest on all accounts and then 
charging for service by some standard of 
measurement ought to appeal to every fair- 
minded depositor. 

If the banker wants to make a dollar 
grow where none grew before, he should 
place all of his accounts on a business basis. 
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The Fool 
and His Money 


(Continued from page 847) 


and Deauville have no American counter- 
parts as a rule, because gambling seeks pri- 
vacy here; but it is reported that two years 
ago one man dropped $400,000 in poker in 
the course of a week at a resort in New 
York state. And the gentleman has an 
international reputation as a man of skill 
and nerve in the great American game. 


Palm Beach Gambling 


IG stake gambling in America probably 

reaches its apex in a club at Palm Beach 
—undoubtedly the greatest gaming place in 
this part of the world. Admission is based on 
the social register or eminence in the the- 
atrical, movie, sport and political world. 
The proprietor hires his croupiers in New 
York with as much care as the average bank 
exercises in the selection of its clerks. He 
operates a collection agency of unequaled 
efficiency to compel losers to settle their 
I. O. U’s after the season is over. A few 
weeks ago a prominent movie man lost 
$250,000 in three nights, and offered a $100,- 
000 check to settle, but the proprietor tore 
the check up. 

Minor bank employees once in the gam- 
bling net are often blackmailed into con- 
tinuing their play by threats of exposure 
to their employers. A Chicago court re- 
cently sent two bookmakers to the peniten- 
tiary because they had forced two bank 
employees to embezzle money and bet on 
the horses. 

Farmers rarely gamble now that trotting 
horses have passed out, but in the Middle 
West there is active small-town betting on 
the weather report, wagers being placed on 
the probable high and low temperatures of 
the day. Minnesota has a betting pool based 
on daily wheat receipts. The South plays 
the cotton market primarily from a gam- 
bling standpoint, and is always bullish, espe- 
cially in the small towns. 

In massing all these details, the reader 
may be given an impression stronger than 
the actual facts warrant. Bad as things 
appear, it is well to remember that there 
is nothing essentially new in the situation, 
except an abundance of income and a na- 
tional prosperity never before witnessed on 
earth. 

The mania for gambling is not a result 
of the supposed monotony of civilized life. 
This is proved by its popularity among sav- 
age and barbarous tribes living in almost 
continuous war and peril. Soldiers have al- 
ways been heavy gamblers in war and peace. 
Men rolled dice in the trenches in France 
in 1918, and in the same region excavation 
of some of Julius Czsar’s old camp sites 
revealed dice and coins, dropped when the 
trumpet summoned the men from their game 
to the battle front. 

What can be done about it in America? 
The law’s limitations are certainly suggested 
by the fact that the present saturnalia comes 
after a prolonged period of lawmaking and 
attempts at social regimentation. Possibly 
the good old American panacea—education 
—will rescue us. 


Above— Armor Mat in place before pour- 

ing concrete. Below—Mr. Baldus of the 

Consolidated Expanded Metal Companies 
and three Japanese engineers, 


Steelcrete 


most of us Japan is a land of little almond-eyed men, 

jinrickshas, kimonos, pagodas, snow-capped mountains 

and cherry blossoms. The industrial Japan of 1928 is some- 
thing of which we know very little. 


turns 


Mitsui and Company, Ltd., the largest banking house in 
Japan —whose subsidiaries run the gamut of industry— re- 
cently set out to make their new main office building in Tokyo 
the finest in the Orient. Realizing that a banking building is 
only as strong as its vault, Mitsui instructed its agents to ascer- 
tain the finest materials for vault construction—and they chose 
Steelcrete Armor Mat! 


The vault is now complete — protected by a maze of Steelcrete 
Armor Mat imbedded in concrete which defies torch, drill and 
blasting. It compares favorably with the largest and strongest 
vaults in the world. Walls, ceiling and floor are hard as concrete 
and tough as steel! 


Let us send you full details of Armor Mat Vault construction. 


THE CONSOLIDATED EXPANDED METAL COMPANIES 
Steelcrete Building, Wheeling, West Virgina 


Pittsburgh New York 
Chicago Buffalo 


Atlanta Cleveland 
Boston Philadelphia 


OTHER STEELCRETE PRODUCTS FOR SAFETY 
Diamond Mesh Panel Guards... Metal Lath 
Fabric for Concrete Reinforcement 
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Helps for Trust Officers 


(Continued from page 890) 


either left no estate at all or estates too 
small to require formal settlement. “If the 
same proportion obtains throughout the gen- 
eral populaticn, seventy-four adults out of 
every 100 leave estates too small to require 
the services of an executor or administra- 
tor,” he stated. 

An anaylsis of the costs of settling 200 
estates—100 by individuals and 100 by trust 
companies and banks—revealed that these 
200 executors and administrators actually 
received 2.56 per cent of the gross value of 
the estate as appraised for the payment of 

e inheritance taxes. Furthermore, it was 
[ found that the cost of settling estates by 
Capita an urp Us trust companies and banks “was distinctly 


less than by individuals.” 


e e HE prophetic observation that the trust 
} 1 10n business today can be properly compared 
| to the state of development of the life in- 


surance business twenty years ago was made 
by James H. Perkins, president of the Farm- 


ers’ Loan and Trust Company of New York, 

O ars who made the principal address at a banquet 

tendered the delegates by the Chattanooga 

Clearing House Association. Such a re- 

markable growth as the insurance com- 

panies have experienced is to be expected 

by the trust companies during the next ten, 
fifteen or twenty years, he said. 

Walter S. McLucas, President of the 
Trust Company Division and chairman of 
the Board of the Commerce Trust Company 
of Kansas City, Mo., presided over the ban- 
quet, which was addressed briefly by Thomas 
R. Preston,- President of the American 
Bankers Asscciation and president of the 
Hamilton National Bank of Chattanooga. 
During his remarks, Mr. Preston said: 
“Conserving estates after death is the chief 
function of a trust company. The Trust 
Company Division not only stands for sound 
principles, practices and methods, but it also 
stands for sound Jegislation, and that is the 
reason why all of us—and I in particular— 
are opposed to an inheritance tax of any 


C T T, kind, except in times of war, whether levied 
ON INEN "Al 7 by the government or by the state. I think 
it is economically unsound, if not morally 

wrong. I do not think it is right for any 

NATIONAL BANK government to take from a man’s estate at 


death what no government has ever attempt- 


& TRUST COMPANY ed to take during his life. I think one of 


| the finest impulses of human nature is the 
OF CHICAGO I one that prompts men to save and to sacri- 
fice and accumulate in order that those de- 
pendent upon him may have a competency. 
To jump on that and take a portion of that 
often at a period of shrinkage is, to my 
mind, indefensible, and 1 do not know of a 
trust company in this country that is not 
opposed to an inheritance tax.” 

Open forum discussions in which the 
southern trust officers participated freely fol- 
lowed all of the talks made at the general 
sessions of the conference, which were pre- 
sided over by W. C. Bowman, vice-president 
of the First National Bank of Montgomery: 
W. C. Dixon, vice-president and trust officer 
of the Whitney Central Trust & Savings 
Bank of New Orleans, and E. Y. Chapin, 
president of the American Trust and Bank- 
ing Company of Chattanooga. 
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Slipshod Bank Direction 
(Continued from page 869) 


of the board does his part of the work and 
is fully and continuously informed as to the 
bank’s affairs. 

The executive officer of the bank should 
endeavor to impress upon the members of 
his board the duties and responsibilities the 
law places upon them as directors; make 
them realize that the deposits of the bank 
are a sacred trust, to be invested with care 
and caution, and they, as directors, are re- 
sponsible for the safe handling of such 
funds. 

He should endeavor to “‘sell” to his di- 
rectors the bank’s opportunity and responsi- 
bility as a public institution, and the ne- 
cessity of its being in a position at all times 
not only to protect its depositors’ interests 
fully, but to foster, encourage and render 
necessary financial assistance to all legiti- 
mate local businesses. 

He should endeavor to inspire in his di- 
rectors the determination to join with him 
in a well-defined plan to build up in the 
community the proper confidence in the 
bank, and thereby create for the benefit of 
that community a bank that will be a finan- 
cial bulwark to the section it serves. 


A Duty for Each Director 


N order to accomplish these things, he 

must see to it that the board is organ- 
ized in such a way that each member shall 
have a definite and well-defined duty to 
perform, taking due care, of course, to re- 
lieve the director of unnecessary labor by 
giving him all such detailed information 
and assistance of every kind as he may re- 
quire, but leading him to realize that the 
responsibility is his alone, not to be trans- 
ferred or’ surrendered to any officer or to 
any other director. 

Such an organization of the board is 
effected chiefly through the appointment of 
committees for the supervision of the vari- 
ous phases of the bank’s business. In the 
average bank the two most important com- 
mittees are the loan committee and the au- 
diting committee. Other committees should 
be appointed as the bank’s business grows 
and as they become necessary, and in this 
way a bank’s directorate becomes an effi- 
cient, coordinated body. 

Every director, having some specific duty 
and assuming some special responsibility, 
becomes interested in his work, studies the 
particular problems pertaining to it, and 
develops a pride in faithfully performing 
that duty and discharging that responsibili- 
ty, and a further pride in his bank by reason 
of the material progress it must surely make 
under such supervision and direction. He 
begins to formulate new and better plans 


for the bank’s business; he studies the com- | 
munity’s interests and tries to fit the bank’s | 


business into them. Enthusiasm spreads 
from one member of the board to another, 
and, with the officers of the bank, working 
together as a whole, they are able to build 
up a real bank. 

When a bank’s directors are not organ- 
ized in this way and are not functioning as 
a coordinated body, the active officer of 
the bank is largely responsible. The officer 
who understands his duties and appreciates 
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“The stockholders will 


What about your protection? — 


— against the ever-present haz- 


ard of dishonesty and the 
attacks of criminals? Is it in 
the form best adapted to your 
needs? Is it up-to-date in form, 
as well as in amount? Is it 
accurately proportioned ac- 
cording to the various haz- 
ards which it is intended to 
cover? Are you sure that you 
cannot obtain the same or bet- 
ter protection for less money 
than you are now paying? 
If you would like to have 
an expert and unbiased opin- 


FIDELITY AND DEPOSIT 
COMPANY 


of Maryland 


— Excerpt from the report of an F & D branch 
manager under date of April 11, 1928 


levy an assessment. .” 


A SHORTAGE Of at least $90,000 has been | 
found, for which the cashier and assistant | 
cashier are responsible. The audit discloses | 
that the two men had been systematically 
stealing from the bank for about fifteen years. 
They were bonded for only $10,000 each, 
Company, making the 
bank’s net loss $70,000, and it has been 
forced to close as a result. We understand, 
however, that the stockholders will levy an 
assessment and reopen the bank, just as soon 
as the exact amount of the shortage is known.” 


ion concerning these points, 
the F& Dwill gladly arrange 
to have one of its specialists 
in bank protection analyze 
your bonds and policies and 
advise you, without placing you 
under any obligations whatever, 
either real or implied. This ad- 
visory service is simply one | 
of the many ways in which | 
the F&D endeavors to co- 

operate with a// banks. A | 
note to the Home Office re- | 
qvesting this service will 
command instant attention. 


BALTIMORE 


Fidelity and Surety Bonds—Burglary and Plate Glass Insurance 


Representatives Everywhere 


An American company providing the best possible protection for American banks 
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A Merger Means More 
Than a Combination 
of Figures 


Railroad trunk lines, a modern busi- 
ness necessity, were built up through 
the merger of hundreds of independent 
companies. To the shipper of mer- 
chandise the biggest railroad can pro- 
vide the best service. There are fewer 
delays; more points of destination 
reached direct. 


The same principles govern the col- 
lection of out-of-town items. In choos- 
ing a city correspondent remember 
that the larger the bank the quicker 
will be the conversion of checks and 
collections into available cash. 


In this institution, Philadelphia’s larg- 
est bank, are combined what were for- 
merly the direct collection facilities of 
four of the city’s leading banks. 


Transit and collection departments in 
continuous operation. All items re- 
ceived at par. 


THE 


PHILADELPHIA 
NATIONAL BANK 


PHILADELPHIA, PA. 


Capital, Surplus and Profits . $53,300,000 
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his responsibilities does not want to assume 
undue authority and has no desire to en. 
croach upon the province rightfully belong- 
ing to the directors. On the contrary, he 


is glad to have them share with him in 
the management of the bank, and he does 
his utmost to induce them to assume the 


responsibilities properly accruing to them as 
directors. 


Selecting the Manager 


NE of the greatest responsibilities of 

a board of directors is to use extraor- 
dinary care in the selection of the managing 
official, since upon his attitude depends 
largely whether the directors themselves 
will take the proper interest in the busi- 
ness of the bank and whether the board 
will function as it should. 

An active officer who takes too seriously 
his official position and refuses to submit the 
bank’s problems to the directors, egotistical- 
ly feeling that he knows more than all 
of them together, is a menace, and the 
sooner the board realizes this and relieves 
him of his position the better. 

In the working out of such an organ- 
ization among the directors as that outlined 
in the preceding paragraphs, the bank com- 
missioner can frequently be of very mate- 
rial assistance to the active officer of the 
bank. Oftentimes it is directly through him 
that the members of the board are awakened 
to their duties, and that body begins to func- 
tion as it should. It is, indeed, one of the 
responsibilities of a bank commissioner to 
see that every director is fully conversant 
with his bank’s affairs; to see that he under- 
stands the condition of his bank and directs 
its policies in every detail. When this is 
the case, the duties of a director are not 
burdensome; they become easy. Not only 
that, they become a pleasure, because his 
interest grows, he takes a pride in his work, 
he is jealous of the bank’s success—just as 
much so as he would be of the success of 
his own business. 

To bring such a condition about, exam- 
inations must be thorough, to be sure, and 
the findings of the examiners must be set up 
in a fair and impartial way and submitted 
to the board of directors. No examination 
should be considered complete until a meet- 
ing of the board of directors has been called 
and all exceptions as to the bank’s condi- 
tion taken up with the board and fully ex- 
plained to them, getting the benefit of their 
reactions. Directors should be encouraged 
to give free expression to their ideas on 
all doubtful questions raised, and to express 
frankly their opinions as to all matters con- 
sidered, more particularly as to the value 
of collateral securing what the examiner 
lists as doubtful loans. 


Impressing the Careless 


F a director is inclined to, treat his re- 

sponsibilities lightly, the examiner should 
be able to impress upon him the serious 
nature of the duties which he has assumed, 
which can sometimes be accomplished by re- 
minding him of the obligations he assumed 
when he took the oath of office. 

No real good can be done by leaving 
with the board of directors a copy of the 
examiner’s report to the commissioner. The 
average director does not understand the 
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report, and therefore cannot be interested. 
But letters of criticism addressed by the 
bank commissioner to the board of directors, 
following examinations, especially if it is 
required that they be answered over the in- 
dividual signatures of members, are a 
sreat incentive to active interest of indi- 
vidual directors in the bank’s work. Some- 
times it is necessary for the commissioner 
to return to a bank a letter, otherwise 
satisfactory, because it was written and 
signed by the active officer of the bank in 
reply to a letter addressed to the directors. 
The psychological effect of this return is 
to impress upon the board members the fact 
that it is their responsibility, and upon the 
active officer writing the letter that he is 
not expected to speak for the board except 
when authorized to do so upon the minutes 
of the bank. 

A bank’s greatest asset is a careful, pains- 
taking board of directors. The active officer 
has it in his power to build up his board 
into an effective machine for the intelligent 
direction and managemerit of the bank. To 
accomplish this every director must be in- 
terested in his bank. To get him interested, 
I repeat he must be assigned some specific 
duties that he is capable of performing. 
With the majority of the directors thus 
vitally concerned in and directing the poli- 
cies of the bank, the board becomes an effi- 
cient, coordinated body, functioning just as 
the law contemplates. The invariable result 
is a sound, safe, and successful banking 
institution. 


Present Building 


and Loan Competition 
(Continued from page 870) 


loans in a restricted way only. Every bank 
can carry a certain amount of mortgage 
paper, but all of them put together cannot 
carry all of it, not because of lack of funds 
but for the reason that long-time real estate 
paper is not sufficiently liquid for our com- 
mercial banks. The mutual savings banks, 
T presume, feel the competition more greatly 
than other banks but very few states have 
such institutions. I recently read an edi- 
torial commenting on the bill recently passed 
by the New York legislature, extending the 
scope of the savings banks, anid the state- 
ment was made that some of the savings 
banks carried as high as 70 per cent of their 
assets in mortgage loans. The average of 
all savings banks is about 60 per cent. This 
does not indicate much difficulty in compet- 
ing with the associations. Many banks are 
conducting building and loan associations, 
restricting the investment shares and fur- 
nishing them with their loanable funds. This 
is one way to meet the competition. 

Banks, building and loan associations and 
the other institutions mentioned all have 
their places in our economic life. The banks 
are being benefited by them all, as well as 
rendering them service. 


The group subscription plan enables every 
bank to provide officers, directors, depart- 
ment heads and others with his own copy of 
the American Bankers Association Journal. 
The benefits of the information given in 
Journal articles accrue alike to the individual 
and the bank. 


econd largest 
bank in the 


country in the col- 


lection of checks 
throughout the 


United States. 


Member Cleveland 
Clearing House Association 
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The map shows the location in North America of the 


properties of the Cities 


Service organization, which includes over 100 subsidiaries supplying necessities 
of modern life to millions of people in 33 states and foreign countries. 


$94,000,000 in Dividends 
Paid To Owners of 


Cities Service Common Stock 


On April |, checks for the 186th monthly 
dividend were mailed to the thousands of in- 
vestors located in every state who own Cities 


Service Common stock. 


Net earnings of the Company behind this 17- 
year-old security for 1927 were the largest of 
any year in its history—$31,952,000, an in- 
crease of 30% over 1926. 


An investment in Cities Service Common 
stock at its present price will give you a net 


yield of over 8%. 


Henr 
& 


GO WALL ST. 
BRANCHES IN 


herty 

ny 

NEW YORK 
PRINCIPAL CITIES 


H. L. Doherty & Co. 
60 Wall St., N. Y. 
Please send me copy 
of latest earnings 
statement showing 
record net earnings. 
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Joint Conference on Taxation 


the meeting of the 

Executive Council of the American Bank- 
ers Association held last month at Augusta 
there was a conference on taxation under 
the auspices of the Committee on State Tax- 
ation, Thornton Cooke, chairman, and the 


N connection with 


Committee on Federal Taxation, Charles 
P. Blinn, Jr., chairman. 

The conference showed that there was 
decided opposition to the bill introduced by 
Senator Norbeck in the United States Sen- 
ate to amend Section 5219, United States 
Revised Statutes, so that banks would be 
placed in a class by themselves for tax pur- 
poses. It was declared that the effect of 
the amendment would enable any state to 


tax bank shares to an unlimited extent. At 
present the law gives effect to the principle 
that banks shall not be taxed higher than 
other competing moneyed capital. 

The American Bankers Association is on 
record as believing that time has proved 
that Section 5219 has protected state banks 
as well as national banks, urging that the 
Section be retained without any modifica- 
tions. The stated policy continues: 

“The states of New York, Massachusetts 
and Wisconsin have substituted a system of 
taxation of banks on their incomes in lieu 
of the ad valorem tax on shares with suc- 
cessful results. It is believed a system of 
income taxation of banks can be success- 
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fully adopted in many other states and 
thereby escape the vexatious questions of 
discrimination which grow out of taxation 
of credit investments and intangibles at a 
lower rate than bank shares.” 

The history and condition of bank taxa- 
tion in a number of the states was presented, 
indicating the tendency of many states to 
place an undue burden of taxation upon 
bank shares, and it was emphasized that there 
is more necessity now, than ever before, 
for retaining the restrictive provisions of 
Section 5219 in view of the large and in- 
creasing volume of competing moneyed capi- 
tal in a variety of forms which escapes its 
fair share of the tax burden. The bankers 
objected to being placed in a group by them- 
selves for tax purposes. They urged the 
continued protection of Congress as neces- 
sary to the perpetuation of the national 
bank and federal reserve systems and 
pointed to the fact that the amendments 
now proposed had been heretofore urged 
and settled adversely to the proponents when 
the law was amended in 1923, and again in 
1926, under which amendments the states 
have the alternative of imposing an excise 
tax upon national banks measured by their 
income in lieu of a property tax on their 
shares. 

Addresses were: “Proposed Amendments 
in 70th Congress,” Thomas B. Paton, Gen- 
eral Counsel, American Bankers Associa- 
tion; “New York Bank Tax System,” M. 
M. Holmes, president Exchange National 
Bank, Olean, N. Y.; “Massachusetts Bank 
Tax System,” E. A. Onthank, president 
Safety Fund National Bank, Fitchburg, 
Mass.; “Wisconsin Bank Tax System,” L. 
Albert Karel, president State Bank of 
Kewaunee, Wis.; “Bank Taxation in 
Lower-Intangible-Tax States,” A. M. Hen- 
derson, cashier First National Bank, Story 
City, Iowa; “Bank Taxation in General- 
Property-Tax States,” R. M. Hardy, presi- 
dent Yakima National Bank, Yakima, 
Wash.; “States Where Taxation Now 
Satisfactory,” Edmund S. Wolfe, president 
First National Bank, Bridgeport, Conn.; 
“States Where Taxation Excessive or Dis- 
criminatory,” J. H. Ingwersen, vice-presi- 
dent First National Bank, Duluth, Minn.; 
C. H. Mylander, secretary Ohio Bankers 
Association, Columbus, Ohio; Governor 
Ben S. Paulen, president Wilson County 
Bank, Fredonia, Kans.; C. W. Boyden, vice- 
president Farmers State Bank, Sheffield, 
Ill. “Property Taxation Versus Income 
Taxation,’ Thornton Cooke, president Co- 
lumbia National Bank, Kansas City, Mo. 


20,000 Miles of Road 


UILDING operations and highway con- 

struction promise a big outlet for both 
skilled and common labor in city and coun- 
try for the remainder of the year, says the 
Central Union Trust Co. in the Digest of 
Trade Conditions. Plans are completed for 
the construction of more than 20,000 miles 
of hard surfaced roads; 8000 miles of roads 
graded and drained; and maintenance work 
on 240,000 miles of state highway systems. 
Total plans include an expenditure for the 
year exceeding $1,300,000,000. Building op- 
erations and other engineering work provide 
for a further expenditure of nearly seven 
billion dollars for 1928. 


3 G&SERVING A NATIONS? |g 
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International Newsreel 


He shot it out with bank bandits 


Georye Fisher, guard at the Merchants’ 
National Trust & Savings Bank, Los 
Angeles. Three bank bandits who attempted 
to stage a holdup of the bank were routed. 


Convention Reservations 
HE Hotel Committee in charge of reser- ee e 
vations for the American Bankers Asso- A ge ; a4 and we will do 


ciation Annual Convention in Philadelphia 


in October is receiving many requests for business usual 


reservations at headquarters hotel, the 

Bellevue-Stratford, that it will be impossi- — What volumes of relief and happi- 

ble to comply with. s : ness are contained in those few 
The official headquarters hotel is_ pri- words spoken by a banker on the 

marily reserved for members of the Execu- morning after an attempted bur- 


tive Council, officers of the Association, ex- glary of a Diebold Burglarproof 
presidents and committees of the Associa- Vault D Sci h 

tion, and officers and members of the ault Door. clence 2as not de- 
executive committees of the various sec- veloped any alloy that will success- 
tions. These reservations are taken care fully resist modern methods of 
of first, and any additional space then be- metal burning, so we have designed 
comes available for the membership at large. a Thermatic Locking Device that 
There will be, however, ample hotel accom- jams the locking bolts the moment 
modations for all who will attend the con- heat touches the door. 


vention, but obviously it will be necessary — 
to locate many of the delegates in other Not only does this insure you ab- 


first-class hotels. solute protection against burglary 

Following the usual custom, no reserva- but it actually cuts your burglary 
tions for the convention will be made by insurance rate 10% — granted by 
the hotels direct, nor can the banks in Phila- Insurance Underwriters. 


delphia make independent reservations for a 
their friends. Reservations must be made In addition, our vault doors are 


through the Hotel Committee. equipped with the Diebold Day- 

In the early summer the usual forms will light Locking Device which pre- 
be sent out to all members of the Asso- vents robbers from locking em- 
ciation, giving a list of the hotels and the ployees in the vault during a day- 
rates at each. Members will designate their light robbery. 


first, second, and third choices on these 
Specify these features when order- 
orms, and definite assignments will then 


be made as soon as possible, although prob- ing Diebold bank vault doors. 
ably not before the late summer. DIEBOLD SAFE & LOCK CO., Canton, O. 
The Hotel Committee gives assurances 


that comfortable quarters in first-class hotels ) A 
will be available for everyone going to [EBOLD eo SAFE 
Philadelphia. The burden which is put upon 'f 

ASK. YOU R. BAN KLE 


the committee of assigning the delegates 
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(Ad No. 17 in a series on Business Mortality) 


Why Business Men 
Failed in 1927 


Lack of Capital 34.9% 
Incompetency 34.5% 
Specific Conditions mamma 14.8% 
Inexperience me 5.2% 

Fraud m 3.6% 

Competition 24% 
Miscellaneous m46% 


The actual percentages pertaining to failures 
will change every year; but the underlying 
principle exists today, tomorrow and for all 
time to come. 


International Newsreel 


H. T. Tate, newly appointed treasure) of 


a: ox Jobber had no ab- the United States, succeeding Frank I\’hite 


normal credit losses last year, or over a period 
of years—that is no reason for his not safe- 


oe Trust Company Power 


American Credit Insurance = H. PERKINS, president of the 


Farmers Loan & Trust Company of New 
York, addressing the Southern Trust Con- 
ference at Chattanooga, suggested the fu- 
ture powers and responsibilities of the trust 
companies in these words: 


against the unexpected losses of tomorrow. In 
fact, the only certain thing about credit accounts 


is their uncertainty! 

“I can picture in my mind the day, not 
very far distant, when the power for good 
or evil in our industrial life in this country 
is going to very largely rest in the hands of 
the trust companies, and when I say trust 
companies I mean trust departments of na- 
tional and state banks and trust companies. 

“We ought to contemplate that very seri- 
ously. When you think that you have in 
your hands billions of dollars, of other 
people’s money to take care of, and that the 
conduct of that affects not only those people 
who own these securities but affects the 
whole industry of the country, it makes 
you feel that you have to act as wisely and 
as fairly and as honestly as you possibly 
can. 

“The danger this country has before it 
today is its rapid wealth. We have become 
rich beyond the dreams of any country in 
the world, and if we don’t maintain the 
highest, cleanest and purest ideals in the 
conduct of that wealth, the wealth itself is 
going to sink us. The men who are going 
to lead are going to be the trust men of the 
United States. 

“The younger men, who are going into 
that work today can visualize the greatest 
interest of life that is to come to any group 
of young men, and the greatest responsibili- 
ties. If they will hitch their chariots to 
some stars, if they will keep their grincipies 
fine, their efficiency good and their judg- 
ment sound, they are going to have more to 
do with the permanent happiness and _per- 
manent leadership in this country than any 


BANKERS, in the interest of your patrons, in- 
vestigate this great protective service. Inter- 
esting literature free upon request. 


<The AMERICAN 


CREDIT~ INDEMNITY Co. 


OF NEW YORK J. FADDEN, presiDENT 


Offices in All Leading Cities 


New York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 


In Canada—Toronto, Montreal, Etc. MR 269 


to suitable rooms may be lightened if thy 
membership will cooperate with the com- 
mittee and will keep in mind the fact that 
it will be physically impossible to promise 
or provide reservations at the Bellevue- 
Stratford Hotel for all who would prefer 
to be located there. 


$48,000,000 for the concerns failing during 
the previous month and $79,000,000 for the 
failures of March, 1927, the decrease from 
a year ago being 32 per cent. Increasing 
failures of small concerns continue to em- 
phasize the need of improvement in meth- 
ods of distribution. The profit margin per 
dollar of sales, says the Central Trust Co. 
of Illinois, continue to shrink, and the small 
merchant must find means of reducing the 
overhead percentage of sales. The steady 
upward climb of mail-order and chain-store 
sales demonstrates the point clearly, as the 


Profit Margin Shrinks 


USINESS failures were more nu- 
merous in March and numbered 2122 


compared with 2031 the previous month and 
2013 a year ago. Liabilities of the failed 
concerns totaled $53,000,000 compared with 


profits from operation of these organiza- 
tions are increasing and enhancing the value 
of their securities. 


group of men that are coming along in the 
world today, and they are going to have 
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more real leadership for good in the world 
than any group of men, I believe, that has 
ever come up in the world.” 


Interest for Each Day 


«éFNTEREST paid from the day of de- 

posit to the day of withdrawal” might 
well be a slogan of the Emigrant Industrial 
Savings Bank of New York, the largest 
savings bank in the United States. Under 
a recently announced plan the depositor’s 
money carns interest for every day that it 
remains in the vault, even in those cases 
where money is withdrawn a few days after 
being deposited. 


Big Economic Issue 
(Continued from page 877) 


through trade groups, associations, or “in- 
stitutes,” thus establishing an overhead 
economic lock-out for the group as a whole. 

Permissive laws will be required, and out 
of them will come the issues. 


Banking 


E have had bank consolidations, and 

we shall have more, but just as inde- 
pendent manufacturers or producers will al- 
ways remain, so will independent banks, for 
our nation is committed to the policy. Prob- 
ably branch banking will not increase much 
in the next five years. There are those who 
believe “chain banking” will develop; maybe 
it will, maybe it will not. It is still experi- 
mental, and the public which trusts its money 
to banks is more conservative on approving 
new forms of banking than it is on any 
other kind of business. It seems certain 
that something akin to chain banking, per- 
haps merely closer cooperation between ex- 
isting independent banks, will develop. 

The Federal Reserve System is due for 
overhauling, as regards the federal law. 
This will start next year and continue until 
1930. There will be hearings and investiga- 
tions and radical suggestions galore. In the 
end the changes will be matters of mechan- 
ics; there will be few fundamental modifi- 
cations. 


Labor and Unemployment 


NY lay observer knows there is much 

unemployment. An official figure of the 
unemployed is 1,874,000, but the number is 
probably much greater. There are many 
causes, the most important of which are the 
introduction of labor saving machinery, the 
disorganization of certain industries such as 
coal mining, and the persistent human trait 
of refusing to turn from one kind of job to 
another. 

This problem is not temporary, and there 
is no panacea solution. It is certain that 
immigration restrictions will continue tight, 
for we want no more foreign labor. We 
must organize to use the plentiful labor 
which we have. As trade and industry be- 
come better organized and more stable, un- 
employment will be eased, but it will be a 
long process. Public works, such as the 
Mississippi project, will not go far toward 
taking up the slack. Our public road build- 
ing programs will not materially expand. 
It is a problem for industry at large, and 
there is no simple remedy. 
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DO YOUR CHECKS 


LOOK LIKE YOUR BANK? 


Wherever men deal in money National Safety Paper is recognized as 
standard in quality. You can tell it by its characteristic wavy line. 
Checks made on it reflect instantly the sound financial standing of the 
bank on which they are drawn. 

60 per cent of the banks of New York, Boston, Philadelphia, 
Detroit, Cleveland, Chicago, St. Louis and San Francisco use National 
Safety Paper. Thousands of the better type of small banks use it. It is 
safe as paper can be—and substantial, dignified and distinctive. George 


La Monte & Son, 61 Broadway, New York. 


LA MONTE. 


NATIONAL SAFETY PAPER 


The coal industry, of course, must be bet- Government Regulation 
ter organized. If new laws are needed, 
which is doubtful, they will be forthcoming, E have passed through a period of 
for the interests of labor and the public are deploring the “interference of govern- 
at stake. ment with private business,’ and it has 


Wages will not decline much, for as a served its purpose. Now we are at a shift 
nation we have set our face toward higher of the tide, and the movement toward more 
and higher wages, or at least toward higher government regulation will set in within the 
living standards for industrial workers, who Next five years. This will be an inevitable 
are our principal customers. It is not merely accomplishment of the movement for per- 
whimsical to say that the full gasoline tank missive laws—for consolidations, for greater 
will provide a whole set of big economic freedom to control and regulate trade by 
issues in the next five years. trade itself. There will be, sooner or later, 
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NEW YORK BOSTON 


How To Add 
A New Department 
To Your Bank 


Every bank in the country buys bonds either 
for its own account or for re-sale to cus- 
tomers. It is very necessary, therefore, for 
the banker to have at hand financial infor- 
mation either to fortify his own good judg- 
ment or to answer the inquiries of customers. 


Only the larger banks can afford a 
specialist in investment values or can keep 


We offer you the full facilities of our De- 
partment of Economics and Surveys, which 
is under the supervision of specialists in New 
York and Chicago, close to the centers of 
financial news. As underwriters and distrib- 
utors of bonds and stocks, this is an essen- 
tial service. When used by the bank, it 


means a new department without overhead. 


Our representatives are glad 
to take care of requests for 
all kinds of investment data. 
Or you may make your request 
direct to our nearest office. 


AC.ALLYN*» COMPANY 


Incorporated 
Investment Securities 


67 West Monroe Street, Chicago 


PHILADELPHIA 
MILWAUKEE ST.LOUIS MINNEAPOLIS 


and probably four or five years hence, some 
government body similar to the Federal 
Trade Commission, to serve as arbiter and 
arbitrator of the acts of business. The 
tendency will be toward making this a 
sympathetic body, but it will have its up’s 
and down’s, and it will be twenty years 
before the idea of government regulation of 
trade and industry works even half as 
smoothly as does the Interstate Commerce 
Commission on railroads. 

The signs are already evident: Public 
utilities are proposed as a field for govern- 
ment regulation, and the trend will be toward 
this. The motion picture industry is headed 
toward some form of regulation. The cot- 
ton trade will get something of the same 
regulation which the grain trade now “en- 
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joys.” Agricultural cooperatives, after a 
period of coddling and encouragement, will 
be subjected to public suspicion and re- 
straint. 


Agriculture 


E think of agriculture in terms of the 

thwarted equalization fee, or the ex- 
port bounty. These are admittedly artificial 
measures, equalizing stilts for the tariff on 
manufactured products. Fundamentally, the 
agricultural problem is one of better organ- 
ization of distributing facilities, through 
mutual cooperative enterprises, which must 
be built up from their present experimental 
status, and probably fitted into a scheme of 
real cooperation with and participation by 


private agricultural trade. The problems 
are quite similar to those of industry 
twenty-five years ago, and the course of 
improvement will be along the same lines, 

Government aid is essential. This means 
government credit for cooperatives at the 
start, and government help in the organiza- 
tion movement. This will be forthcoming, 
but there will be many disagreements as to 
procedure, and the issues will be among the 
foremost in the next five years. 


Tariff 


HE tariff issue always looks big because 

we have been trained in the lingo, 
Doubtless we are headed for tariff revision, 
with the general tendency downward, and 
this will focus in 1930. The country is so 
strong for the protective principle, however, 
that a radical change is improbable. There 
will be many adjustments of the present 
tariff schedules, which were drafted during 
the post-war economic fright, when Euro- 
pean currencies were depreciated and a 
veritable flood of European merchandise 
was anticipated. At bottom, protective tariff 
principles are stronger today than they were 
then. Farmers have come to accept the 
tariff, and have used it for their own prod- 
ucts. Labor demands protection for the 
articles which it produces, as a means of 
protecting wages. A pronounced downward 
movement of world tariffs may begin but it 
can hardly go far during the next five years. 


Taxes 


EDERAL, state and local taxes must 

continue to be high. The issues will 
come over the adjustments, always under 
way, not over the totals. Agitation for 
checking of state and local taxation will 
bear its principal fruits in causing a careful 
weighing of the real merit of public enter- 
prises, and also the value of governmental 
undertakings which should be left to pri- 
vate enterprise. 

There will be agitation for more “scien- 
tific” taxation, particularly on the part of 
the federal government. It might as well 
be recognized, however, that taxation in fact 
is dominated by politics, not by scientific 
considerations for the well-being of the 
enterprises which are taxed. 

After all, taxation will provide less funda- 
mental issues than any of those mentioned 
above. 


Railroads 
ownership of railroads 


is not now an issue, and it cannot be 
said with certainty that the question will 
arise within five years. It always lurks in 
the background, however, and might arise if 
the difficulties of the present unsatisfactory 
state of private ownership and operation 
under government regulation should break 
down. There are signs of dissatisfaction 
with the way the Interstate Commerce Com- 
mission administers its difficult job of rate 
making. There is no unanimity over the 
policies which shall be laid down to govern 
consolidations. We shall have troubles over 
what to do about railroads. 

The time will come when we shall have 
an efficient American merchant marine un- 
der private operation. The great period of 
expansion will be nearer ten than five years 
hereafter. 
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Deceptive Advertising 
(Continued from page 889) 


purchase these securities yielding 6 per cent 
and advertised as having ready market- 


ability. 
The View of a Court 


LOSS occurs through no fault of mine 

or the issuing house. I am called upon 
to make good. With every assurance of 
righteousness I lay before the court the 
advertisement of the association clipped 
from the high-grade magazine. The asso- 
ciation is under “rigid state supervision,” 
backed—often so far back as to be out of 
the picture when trouble arrives—by a large 
investment company, and my piece de re- 
sistance—the certificates—are “Legal for 
‘Trust Funds!” 

“Young man,” the court might well say, 
“there is no question of your good faith 
in the administration of the trust. How- 
ever, | am forced to direct a judgment 
against you because, while quite likely the 
certificates in question are legal for trust 
funds in California, they are not so quali- 
fied in this state. The clerk will enter a 
decree and judgment accordingly.” 

Another advertisement of real _ estate 
mortgage bonds challenged my attention by 
this impregnable heading: 


CERTIFIED BY A BANK 


What is certified by a bank? Does the 
bank certify that the security behind the 
bond is adequate? That the appraisals were 
based upon sound values as distinguished 
from capitalized speculative earning capac- 
ity in boom years? That there is a real 
need for the structure? That the security 
is a bona fide first mortgage on the fee 
and not merely on a leasehold? That both 
the underlying company and the issuing 
company are soundly and_ conservatively 
managed? That, in time of need, the bond 
may be freely sold without granting a sub- 
stantial and often ruinous discount? Oh, 
no! That “certified by a bank” means noth- 
ing whatever so far as any of these essen- 
tial attributes of a worthy investment 
are concerned. It does mean that some 
bank signs a certificate that the bond is 
genuine and secured by a certain mortgage. 
Nothing more. Yet the- issuing house fea- 
tures above all else “Certified by a Bank.” 
I cannot believe that in so doing it is not 
deliberately endeavoring to play upon the 
natural assumption of the prospective in- 
vestor that these words mean far more than 
is actually the case. 

Another real estate bond house, relying 
upon the alleged stability of the real estate 
market in a certain city, says of its bonds: 

“Because of the sound economic condi- 
tions prevailing in this city, it is the most 
stable real estate market in the country.” 

I do not happen to live in the city in 
question, but I have lived there and even 
now make frequent visits of sufficiently long 
duration to enable me to observe something 
of the true condition of its real estate mar- 
ket. The house in question is telling the 
truth when it says that basically economic 
conditions are sound, or, possibly more ac- 
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In Boston, the Exchange Trust 


protects customers with S&G locks 


When they wanted Time Locks, 
the Exchange Trust of Boston 
selected mechanisms perfected 
by the organization which James 
Sargent, inventor of the Time 
Lock, founded in 1865: Sargent 
& Greenleaf. 

When they wanted Combina- 
tion Locks, they selected those 
made by the men who make Com- 
bination Locks for the United 
States Treasury: Sargent & 
Greenleaf. 

When they wanted Safe 
Deposit Locks, they tested, com- 
pared, deliberated —and selected 
Sargent & Greenleaf Safe Deposit 
Locks, changeable sealed key 
type. 

They have chosen the most 
secure, most efficient, most con- 
veniently operated locks of their 
kind; locks that fit the vault 
system better and prove more 
economical through the years. 
It is a matter of especial pride 
to Sargent & Greenleaf that this 
cautious financial institution, in 
one of America’s most conserva- 
tive cities, has decided upon 
S&G locks to guard its vaults, 
safes and deposit boxes. 


Would youlike to inspect a working model of the 
Safe Deposit Lock selected by the Exchange 
Trust Company of Boston? Coupon below. 


Sargent « Greenleaf Inc. 


ROCHESTER 


Since 1865 makers of good bank locks for Main 
Emergency Doors, Tellers’ Wickets, Tellers’ 


NEW YORK 


‘ault Doors, Vault Day Gates, Cashiers’ Lockers, 
Cages, Safe Deposit Boxes, Grille Gates 


SARGENT & GREENLEAF, ROCHESTER: Let me inspect a working model 
of your changeable sealed key Safe Deposit Lock. Send full details with it. 


Name___ 


Address __ 


curately, ought to be. There is no local in- 
dustry to experience reverses, curtail activ- 
ity and thereby release workers who must 
move to other communities to find employ- 
ment. There is no possible strike problem. 

However, ideal real estate conditions do 
not exist today, have not existed for the 
past year, and probably will not exist for 
some time to come in spite of the statement 
intended for the unknowing in other parts 
of the country, that “it is the most stable 
real estate market in the country,” a con- 
clusion arrived at by considering only the 
industrial element and casting to the winds 
all consideration of the following facts 
which certainly must be recognized: 


. The city is overbuilt now. 

. At least three high class hotels built within the 
past five years have had to be reorganized at 
least once—one of them twice. 

- Two old high class hotels have gone out of 
business, one of them in a foreclosure sale which 
did not bring enough to satisfy the second 
mortgage and completely froze out the holder of 
the third mortgage. 


. On the city’s most fashionable shopping thorough- 
fare, there is not one block which has not at 
least one vacant store. One of them has four, 
and many of them have been untenanted for 
more than a year. Clear evidence of overbuild- 
ing. 

. During the past five years several splendid 
office buildings have been constructed in this city 
whose industrial activity is confined largely to 
filling the needs of its own residents. Not one 
of these buildings is on a paying basis. Other 
office buildings constructed long before these 
newcomers and therefore having less competition 
for tenants, have been through receivership as 
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Railroads 


Illinois Central R.R. Co. 
Louisville & Nashville R.R.Co. 
New York Central R.R. Co. 
Northern Pacific Ry. Co. 
Pennsylvania R.R. Co. 
Southern Pacific Co. 

Southern Railway Co. 

Union Pacific R.R. Co. 


Standard Oil Group 


Standard Oil Co. of Cal. 
Standard Oil Co. of Ind. 
Standard Oil Co. of N. J. 
Standard Oil Co. of N. Y. 
Vacuum Oil Co. 


FIXED TRUST SHARES 


American Basic-Business Shares Corporation 
Depositor 
67 Wall Street, New York City 
The Equitable Trust Company of New York 
Trustee 


Each Fixep Trust SHARE represents a 1/1000th partici- 
pating interest in property (deposited with the trustee), 
consisting of cash and a unit of common stocks of the fol- 
lowing nationally known basic American industries: 


Industrials 


American Can Co. 

American Radiator Co. 
American Tobacco Co. “B” 
duPont(E. I.) de Nemours &Co. 
Ingersoll-Rand Co. 
International Harvester Co. 
National Biscuit Co. 

Otis Elevator Co. 
Timken-Roller Bearing Co. 
United Shoe Machinery Corp. 
United States Steel Corp. 
Woolworth (F. W.) Co. 


Utilities and Quasi- 
Utilities 
American Tel. & Tel. Co. 
General Electric Co. 
Pull:aan, Inc. 


Western Union Telegraph Co. 
Westinghouse Elec. & Mfg.Co. 


tached to certificates. 


Smith, Burris & Co. 


29 So. La Salle Street 
Chicago, III. 


for Central section of 
the United States 


Dividends are payable semi-annually against coupons at- 


Fixep Trust SHARES are sold to investors by established 
investment houses and banks in most of the important cities 
of the United States and in several foreign countries, and 
are wholesaled to dealers by the following firms: 


F. J. Lisman & Co. 


20 Exchange Place 
New York City 


for Eastern section of the United States 
and foreign countries 


Ross Beason & Co. 


San Francisco, California 


Salt Lake City, Utah 


for Western section of 
the United States 


many as three times, and I speak now of the 
finest and most popular buildings in the city. 

. Several large and valuable properties on the 
main business thoroughfare have been unten- 
anted for from two to three years. 

. The accommodations provided through new apart- 
ments have trebled in the last ten years creating 
an intense competition for tenants at reduced 
rentals and an obviously unhealthy investment 
position. 

. In the course of one mile on the principal resi- 
dence thoroughfare I have counted at least one 
“For Sale” sign in every block, often more, and 
on one side street in a high class residence 
neighborhood where the homes range in value 
from $20,000 to $35,000, I have counted seven 
“For Sale’? signs in one block. 


If this state of affairs, which points to 
a “morning-after-the-night-before” condi- 
tion, resulting from overextension and un- 
sound speculation, justifies the conclusion 
that here is “the most stable real estate mar- 
ket in the country,” the rest of the country 
must certainly be headed for the proverbial 
bow-wows ! 


The Proposed Changes 


(Continued from page 882) 


Division, in order to get the relief they de- 
sired and had to have, at the Chicago Con- 
vention consented to accept the Hull amend- 
ment, which, it became known later, Con- 
gress never would accept. What happened? 

“Except for the organization of the Pub- 
licity Committee, not of this Association 
but of national bankers under Mr. McKee 
in Washington, we never would have got- 
ten the McFadden Act without the Hull 
amendment. 

The same would be true under this plan, 
with a committee on national banks who 
could function in every matter affecting 
national banks, where the specific ques- 
tion of national banks was concerned, 


and if it became necessary in an 
emergency, such as the McFadden Bill, they 
would not be bound by the American Bank- 
ers Association at all but could rally the 
national banks as such outside of the Asso- 
ciation to fight their particular battles as 
they should be fought by national bankers, 
and not by a division of the Association 
pulling contrary to a division in the Asso- 
ciation, or bound by an overwhelming vote 
of the Association which would tie their 
hands. 

“It seems to me this affords all the 
protection that either the state bankers or 

- the national bankers or any one of the rest 
of us might need to particularly concern 
itself with those things in which we as na- 
tional bankers (and I am speaking as a 
national banker) are peculiarly and particu- 
larly interested. 

“The American Institute of Banking, the 
Clearinghouse Section and the State Sec- 
retaries Section remain just as they are. 
There is some provision in here that sub- 
committees shall consist of five members, 
That is only a suggestion in the interest of 
economy, to get our committees down to as 
small a number as: possible, because, after 
all, a few members of the committee do the 
work. 

“So, under this plan the committees as a 


| whole are reduced some sixty or seventy 


members. I think much more could be done, 
but perhaps this is all we could do at the 
present time. So if this plan, or some modi- 
fication of it, is adopted, you will have the 
four major divisions as at present—the 
Trust Division, the Savings Division, the 
Commercial Banking Division, and the Se- 
curity and Investments Division, each doing 
just as they are doing now, except embrac- 
ing every member of the Association in 
every particular.” 


Mr. Onthank for National 
Bank Division 


E A. ONTHANK, president of the Na- 
¢@ tional Bank Division, said: 

“The main objection to the plan is that it 
eliminates the divisions of the Association 
that have different classes of banks, those 
banks operating in so many different ways 
and under so many different laws. More 
particularly, the National Bank Division 
would lose its identity as a unit. All who 
have been identified with its work in the 
past years appreciate its value. It has been 
of great service in many ways in [ederal 
legislation. In the Los Angeles Conven- 
tion the opposing attitudes of the state and 
national bank divisions made it possible to 
bring the matter up before the open con- 
vention. 

“The national banks, of course, are in- 
struments of the country, they are acting 
under Federal laws, following just one line 
of work. They are also compulsory mem- 
bers of the Federal Reserve System and 
united together under. the National Bank 
Division they form an association of their 
own in which they may consider and meet 
their own problems as affected by Federal 
legislation. 

“We maintain an office in Washington 
which is a great asset to the Association. 
What the future would be for that we are 
not so sure, we do not know. We do know 
that we would be disorganized, that we could 
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not act quickly as we can today as a sep- 
arate unit of national banks. 

“T listened with a great deal of interest 
to the splendid report of the Chairman of 
the Committee on State Banks yesterday, 
and one of his opening remarks impressed 


me very strongly, and if anything, con- 
yinced me more than ever that we were jus- 
tified in attempting to retain our identity as 
a separate class of banks. That statement 


was in cffect that the greatest trouble was 
trying to reconcile 12,000 member banks with 
forty-eight different classes of state laws. 

“The proposed plan, for instance, covers 
commercial banking. Commercial banking 
is most competitive. It is proposed that we 
have two subcommittees, one for state 
banks and one for national banks, but sup- 
posing something should develop in the fu- 
ture whereby there is a conflict. What is 
going to be the result? The committee of 
national bank men or the committee of state 
bank men may feel that they cannot work 
together. Neither one would have a unit in 
which to fall as they have now. 

“While there may be a duplication in some 
lines of work, all divisions are trying to do 
the best they can with what they have to 
work with to inform their member banks 
and the public, all working in a general di- 
rection that seeds may be planted in differ- 
ent ways, but they all bear fruit, and that is 
the main object of our endeavors. It may 
not be in the first planting, but it may be in 
the second or third. It is immaterial whether 
it comes from one division or another, as 
long as the results are accomplished. 


Under Many Laws 


667. HE national banks are lined up under 
one set of laws. The savings banks 
are lined up under many. What affects 
state savings banks would not probably af- 
fect the national banks cr what would affect 
national banks would be of interest to the 
state. Our Federal laws are liberal so far 
as statements are concerned. We are not 
obliged to segregate our assets or do many 
things that the state banks are doing. The 
average national bank man can step into a 
savings bank meeting, but it is a question 
whether he would get as much from it, on 
account of the conflicting laws, as he would 
in the attendance of a savings conference 
conducted by his own division which was 
being carried on along one distinct line. 
“It was not long ago that the mutual sav- 
ings banks found that they could serve their 
interests better as a separate organization. 
Now it is being successfully operated, I un- 
derstand, with a membership of over 700 
mutual savings banks. Their problems were 
different from those of the savings banks 
being operated under a capital basis. The 
Security and Trust Division as proposed by 
the national banks do not know yet where 
they are. According to the report we had 
yesterday, the Comptroller does not know. 
We are all looking for light. We are in 
close contact with the government and the 
government is in close contact with us. We 
hope to be able to hear decisions on differ- 
ent matters affecting securities and invest- 
ments which may come about at any time 
through the Comptrollers’ office. Those 
rulings may be of particular interest in our 
national banks and not of interest to other 
classes of security investment institutions. 
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“PRESTIGE and PROFITS” 


—a booklet for Executives 
Interested in Advertising 


HE subject of bank advertising is so 

large and the viewpoints regarding 
it are so diversified that a straight, clean- 
cut discussion is sure to be welcome. 


We have prepared a booklet which 
states some of the chief objectives of the 
typical bank, and tells how The Collins 
Service functions in aiding bankers to 


attain them. 


This booklet is rather elaborate and 
will not be distributed promiscuously, 
but we do want every bank executive 


who is concerned with business extension 


plans to have one. No charge, of course. 


Ask for it on your letterhead. 


THE COLLINS SERVICE 


Financial Advertising 


Main Office - - - 1518 Walnut Street, Philadelphia 


PRODUCTION PLANT - 


“The Trust Division is another branch of 
competitive work. The trust companies 
were the originators, of course, and have 
largely developed their field. The national 
banks are just entering into it. In a gen- 
eral way, it is a question whether they could 
both function as efficiently as though they 
were working under their separate units, 
doing the best they could to carry on that 
work. It is constructive in either event. 


Favors Smaller Committees 


669, AM in full accord with the proposed 
change in committees. Material reduc- 
tions can be made. While the plan proposed 


does not want to make: a material reduction 


226-240 COLUMBIA AVE. 


in the number of men who could be con- 
nected with the different committees, it does, 
on figures that I have gathered, show a re- 
duction under the present basis and the plan 
as proposed, of forty-eight. The plan pro- 
posed shows at the present time thirty in the 
National Bank Division, as against forty 
under the new plan. As a matter of fact, 
those figures are not correct, because the 
National Bank Division only comprises fif- 
teen men. All of its own committee work 
is done within its own Executive Commit- 
tee. The chairman of those committees is 
a member of the Executive Committee, and, 
as a rule, two of the members of the com- 
mittee are appointed with him. In addition, 
the president and vice-president are ex- 
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There is a confidence 


existing between old 
friends that is the basis 
of the satisfaction each 
finds in the other’s 
company. 


The Chemical has 

been building “old 

friend” confidence 
for 104 years. 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK 
FOUNDED 1824 


officio members, so that comparison really 
would be an increase from fifty to forty, so 
far as the National Bank Division is con- 
cerned, providing all the men under the new 
plan were appointed outside of their own 
general executive committee. 

“The Savings Bank Division under the 
present basis has sixty-five members; under 
the new plan it would be forty-four. The 
State Bank, thirty-three as against thirty- 
six. The Trust Company Division, seventy- 
six under the present plan as against sixty. 
On one division I notice there is an execu- 
tive committee of twelve, together with the 
president’s advisory committee of thirteen. 
In our division we figure that the executive 
committee is the proper advisory committee. 
So I do believe that the committee line-up 


could be very materially reduced, and I had 
in mind at the right time to propose that 
the committees be limited in number to not 
exceed five on any one committee, three of 
whom, including the chairmanship, should be 
members of the executive committee of that 
division, leaving the committee the oppor- 
tunity of selecting two outside who might 
be of assistance to them. 

“My mind is entirely open on the question. 
There is nothing personal in the matter at 
all, and if the national banks express them- 
selves in favor of this plan, I would be glad 
to be the first to sign the report making it 
possible.” 

Mr. Traylor having presented the case for 
a reorganization, and Mr. Onthank present- 
ed the opposition to the plan, there was a 
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general discussion, participated in by J, 
Ingwersen, of Duluth, Minn.; H. J. Haas, 
of Philadelphia; C. H. Fox, of Chicago: 
Vice-president Craig B. Hazlewocd, of Chi. 
cago, and Max B. Nahm, of Bowling ( 
Ky. 


reen, 


New Books 


ADVERTISING INVESTMENT  SrR- 
CURITIES. Prepared under the editor- 
ship of Samuel O. Rice, Educational Di- 
rector, Investment Bankers Association of 
America. Published by Prentice-Hall, 
New York, $5. 


This book is intended to aid financial in- 
stitutions to sell more securities more eco- 
nomically. The language is clear and non- 
technical. The subject is introduced with a 
historical outline of investment advertising 
in America. Then, the work and the methods 
of the modern securities advertising depart- 
ment are described. A feature is a chapter 
on how to avoid failure and waste in ad- 
vertising campaigns. 


THE BEHAVIOR OF PRICES. By 
Frederick C. Mills, National Bureau of 
Economic Research, Inc. Published by the 
Bureau at 474 West 24th Street, New 
York. $7. 


A report of an investigation by the au- 
thor is the basis of this volume. It em- 
phasizes the fluctuations of individual com- 
modity prices and the buyer or seller of cat- 
tle, cotton, sugar, steel or any of several 
hundred important commodities, will find 
an interesting description of its price move- 
ments in America’s wholesale markets. 
Changes in individual commodity prices are 
compared with movements of interest rates 
and of various indices of general business 
conditions. There is also an analysis of 
cycles in commodity prices revealing those 
articles which rise early on revival, those 
which fall first on recession and those which 
usually lag. 


THE LAW OF BILLS OF LADING. 
By Ernest W. Hotchkiss, Assistant Treas- 
urer, Grand Trunk Railway, and member 
of the Michigan bar. Published by the 
Ronald Press, New York. $5. 


This manual should be of wide interest 
to shippers. Especial consideration is given 
by the author to the conditions of bills of 
lading as a part of contracts of shipment. 
The obligations and rights of the parties 
concerned and the limitations of liability, as 
well as the rights of the vendee and the 
carrier in questions of goods in transit, are 
taken up. One chapter is devoted to export 
bills of lading. 


BUSINESS THE CIVILIZER. By Ear- 
nest Elmo Calkins, with an introduction by 
John Cotton Dana and decorations by 
Rene Clarke. An Atlantic Monthly pub- 
lication, issued by Little, Brown & Co., 
Boston. $3. 


In this book a widely known advertising 
man, noted for his insight and imagination, 
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presents some pertinent facts for the con- 
sideration of every business man. Among 
the things he writes about are: What Makes 
Business, Making Goods Financially Acces- 
sible, Living Up To Advertising, The Se- 
cret of Buying Ideas, Good-Will In the Bal- 
ance Sheet, Duplicating Income Without 
Duplicating Effort, Business Has Wings, 
Beauty the New Business Tool, The Melio- 
ration of Business, and many others. Quite 
a bit of the material in this book was first 
published in magazines and some of the sub- 
jects, notably Insuring Insurance and The 
Newspaper’s Dilemma, caused wide discus- 
sion. Business men will find much of value 
and entertainment in the pointed little es- 
says which go to make up the book, and 
there is also food in them for the new- 
comer in advertising and the old practitioner, 


too. 


BRANCH BANKING IN THE UNITED 
STATES. By S. D. Southworth, Asso- 
ciate Professor of Economics, College of 
William and Mary. Published by Mc- 
Graw-Hill Book Company, New York. $3. 
Professor Southworth discusses the de- 

velopment of branch banking in this coun- 

try, the characteristics of branch banking in 

California, the chief characteristics of 

branch banking in other states, the regula- 

tions of the Federal Reserve Board, the 
aims of the McFadden National Bank Act 
and the advantages of branch banking. 


MORTGAGES AND LAND 
CONTRACTS IN REAL ESTATE 
FINANCING. By Samuel N. Reep, 
Chairman, Mortgage and Finance Divi- 
sion, National Association of Real Estate 
Dealers. Published by Prentice-Hall, Inc., 
New York. $5. 

The author presents in this volume a 
practical guide to junior lien real estate 
financing. He covers important problems 
which come up in the financing of real es- 
tate property and the making of permanent 
improvements. The subject matter is ar- 
ranged in relation to the sequence of events 
in making or obtaining a loan. It describes 
how second mortgages can be secured to the 
best advantage and when they should be 
discounted. The rights, duties and_liabili- 
ties of buyer, seller and broker are clearly 
outlined. The difference between second 
mortgages and land contracts is set forth 
also, 


SECOND 


The Spring Meeting 
(Continued from page 874) 


thirty-five states have adopted the county 
key banker plan and there are 1,692 key 
bankers by whom bankers and farmers are 
brought together in promotion of agricul- 
tural economic improvement. In 18 states 
thirty short courses for bankers have been 
held at the agricultural colleges. 


Legislation 


DMUND S. WOLFE, Chairman Fed- 
eral Legislative Committee told the 
Council that among the subjects in charge 
of his Committee were the question of na- 
tional bank taxation now involved in the 


HE archi- 
tecture of the 
building can ex- 
press rugged 
strength and util- 
ity and yet allow 


no hint of crudity 
to ~ the pas- 
ser-by. The First 
Bank and Trust 
Company, Me- 
chanicsburg, Pa. 


American Culture is Growing 


be are all familiar with the appearance of the modern depart- 
ment store. It’s window displays are beautiful creations; it’s 
merchandise is tactfully arrayed. The goods themselves are boxed 
in attractive packings, and decorously displayed. Mural paintings 
are on the walls. Everywhere is the suggestion of graceful composi- 
tion, of good taste, of well being. 


Today’s store and it’s merchandise are vastly different from the 
stores and merchandise of Centennial days; picture the difference in 
your own mind. The change reflects a revolution in our cultural lives. 

Our fathers of the Centennial days asked only sturdy utility in 
what they bought. Grace and Beauty held no interest for them. 
Today, however, with our increase in wealth and leisure, the innate 
craving for beauty is manifesting in our people. Demanding the 
same utility values as before, they require beauty in addition. Keen 
merchandisers at the head of our large stores sensed this change some 
years ago and responded by giving their stores a new atmosphere. 


Bankers, more conservative, have been slower to conform. Those 
who investigate, however, find that in banking as in merchandising, 


when Art is present the customer is easier won and held. 


TILGHMAN MOYER COMPANY 


The Design, Construction and Equipment of Bank Buildings 
ARCHITECTS « ENGINEERS 


T# Tilghman Moyer Company has long 

studied the public’s reaction to bank build- 
ings, and has compiled, on several hundred 
institutions, statistics that reflect the public 
trend. Such figures give you a trustworthy 
basis for comparison with your own institution. 

The figures from the current files are avail- 
able to you in compact, tabulated form. The 
coupon will bring you a copy by return mail. 


TILGHMAN Moyer ComPANy, Allentown, Pa. 


Gentlemen: Without obligation, please mail 


me a copy of the tabulated figures on the growth 
of banks. 


Name: 
Address : _ 


Norbeck Bill to amend Section 5219 United 
States Revised Statutes; legislation to make 
state member banks of the Federal Reserve 
eligible as public depositaries; opposition to 
the measure designed to extend the facilities 
of the postal savings system and further in- 
ject government into banking; support of a 
bill to favor the extension of boys’ and girls’ 
club work by Federal appropriation; re- 
vision of the Federal revenue Act with re- 


duction of the corporation tax, repeal of the 
Federal estate tax and extension of a $300 
exemption of income to savings deposits, as 
is enjoyed by building and loan associations, 
and support of the Jones Bill for flood con- 
trol and relief. 

The report of the Committee on Federal 
Taxation dealt chiefly with the Norbeck 
Bill, opposing this measure on the ground 
that under it, instead of shares of national 
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If an Estate Includes 
Assets in England 


OTH expense and time can 


be saved by employing our 
subsidiary, Guaranty Execu- 


tor and Trustee Company, Limited, to 
administer the assets for you. 


The Guaranty Executor and Trustee Com- 
pany, Limited, \ocated at 32 Lombard Street, 
London, is a British Trust Corporation 
and as such is fully qualified to undertake 
all forms of Executor and Trustee work. 
By appointing them to act for you in 
the administration of English assets in 
American Estates you will ensure efficiency, 
experience and economy. 


The Trust Department at our Main Office, 
140 Broadway, New York City, will be 
pleased to confer with you relative to the 
documents and information required by 
our subsidiary when administering assets 
in deceased Estates and in this way can 
save the time that would be lost in writing 
to London for this information. 


Guaranty Trust Company 
of New York 


140 Broadway 


LONDON 


NEW YORK 
LIVERPOOL 


HAVRE 


PARIS BRUSSELS 


ANTWERP 


banks being taxed at no greater rate than 
other competing moneyed capital, the states 
would be permitted to tax such shares at 
any rate they please provided it were not at 
a greater rate than the tax on state banks, 
thus in effect segregating the banking busi- 
ness, both state and national, for purposes of 
taxation. The committee detailed its activi- 
ties in opposition to this measure. 

Thornton Cooke, Chairman Committee on 
State Taxation, presented a comprehensive 
survey of this subject, stating the situation 
is that either twenty-one states which have 
sought to obtain revenues from the owners 
of intangible property by preferential rates 
will have to change their laws or else Con- 
gress will have to change Section 5219. He 
said the solution of the situation would be to 
get away from the general property tax, 


which has long been an incitement to evasion 
and a penalty for success, toward more mod- 
ern taxation principles. He recommended 
making the state income tax movement a 
general one. He also said that his commit- 
tee proposed to study budget systems for 
public expenditures as a scientific control of 
tax gathered money. 

Charles Cason, Chairman Public Relations 
Commission, described the rapid progress in 
developing the American Bankers Associa- 
tion Journal as a national business, economic 
and banking publication and of the work of 
the Publicity Department in distributing 
through the general press information of 
public interest regarding banking and the 
work of the Association to render banking 
more serviceable to the public. 


W. F. Keyser, Chairman Insurance Com. 
mittee, reported that his committee had jp- 
tensified its effort to interest the American 
insurance companies in the importance of 
broadening and clarifying the terms «{ their 
blanket coverage and that at last their ef- 
forts were beginning to receive encourage- 
ment. 


Crimes Against Banks 


HE six months ended February 29 wit- 

nessed a greater uprising in bank ‘obbery 
than our membership has suffered in recent 
years, James E. Baum, manager of the As- 
sociation’s Protective Department reported, 
Although night burglaries during that period 
show an increase of only two more attacks 
than the sixteen reported last year, there 
were 98 daylight holdups, which more than 
doubles those reported a year ago 
member banks. 

The Protective Committee is forced to the 
conclusion that, although crimes of violence 
are not always preventable, they continue to 
occur more frequently where resistance is 
weakest. Invariably, investigations reveal 
that (1) an excessive amount of cash was 
available and unguarded, particularly on the 
counters, (2) modern alarm systems or 
other protective equipment were not in- 
stalled, or (3) the robbery would have been 
frustrated or loss minimized by the observ- 
ance of a few simple precautions. In nearly 
every case, the bandits and their carefully 
planned attack encountered little, if any, re- 
sistance. 

During the first half of this year, the As- 
sociation’s detective agents caused the ar- 
rest of 128 of the 235 bank criminals appre- 
hended, seventy-one of these having been 
convicted and imprisoned. In addition there 
were 57 convictions of prisoners who were 
arrested prior to the current fiscal year. 

W. S. Buklin of Boston reported on the 
many activities of the Commerce and Ma- 
rine Commission and on his recommendation 
the Council adopted a resolution approving 
the principle of the “Carriage of Goods by 
Sea Act” introduced in the 70th Congress. 

John H. Puelicher, Chairman Public Educa- 
ticn Commission, described the active prose- 
cution of the work of furnishing lectures 


against 


.on banking in the schools and before civic 


clubs throughout the country, 40 out of the 
48 states carrying on this work in a greater 
or lesser degree. He told how one state 
bankers’ association was offering cash prizes 
for essays by school children, based on the 
talks given in the schools by bankers. In 
the state of Missouri, he said, there are more 
than 600 active speakers, while in Ohio 40,- 
000 school children have been reached with 
these talks and shown the operation of banks 
at first hand. 

Clark G. Mitchell, Chairman Membership 
Committee, reported that although there had 
been some falling off in the membership of 
the Association due to consolidations, fail- 
ures and liquidation of banks, there are now 
fewer non-member banks in the United 
States than at any time in the history of the 
Association. 

William S. Irish, Chairman State Legis- 
lation Committee, reviewed important devel- 
opments in this field. He reported prog- 
ress in the District of Columbia for the 
uniform fiduciary act and the joint deposit 
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act, and Virginia, he said, has enacted a new 
banking code embodying four association 
measures not formerly in the law. The 
Committee, he said, is working on general 
state adoption of a law providing that no 
depositor to whom has been forwarded a 
statement of account can claim incorrectness 
for any cause after a reasonable time and in 
no case exceeding five years. The Commit- 
tee is also working on the draft of a uni- 
form bank collection code. 

E. C. Sammons of Portland, Oregon, was 
recognized by the chair and told of the fail- 
ure of certain insurance companies to make 
good their obligations under fidelity insur- 
ance in connection with a looted bank in his 
city, the loss amounting to $450,000. He 
said he thought it was proper that the atti- 
tude of sueh companies, which pay a small 
claim and call it good advertising but run 
out on major losses, should be brought to 
the attention of the bankers of the country. 
This was referred to the Insurance Com- 


mittee. 


Handling Trust Estate 


Securities 


(Continued from page 878) 
from the trust. There may be children to 
be educated and developed. 

How money shall be invested, 
the proper balance among stocks, bonds and 
mortgages, what percentages of different 
classes of bonds should be considered, what 
units and what limits should be established 
in the proposition of a single issue are points 
of importance upon which policy may change 
as the years go by. At the present time I 
am inclined to feel that the limit for invest- 
ment in any single item, however attractive, 
may well be 5 per cent. This assures 
diversification in at least twenty directions. 
A well balanced investment program which 
the Guardian Trust Company applied re- 
cently was arranged as follows: 


what is 


Mortgages and ground rents....... 20% 20% 
Bonds: 
Real Estate 10% 
Government and Municipal...... 10% 
Public Utility 10% 
Stocks: 
10% 
Public Utility 10% 
100% 


This plan, of course, establishes a goal 
to be gained over a period of time, with a 
shifting of securities gradually as market 
conditions provide opportunity. 


Common Stocks in Trusts 


S to what proportion of the total may be 

placed in common stocks there will 
naturally be much difference of opinion. I 
believe that common stocks have a proper 
place in the list of certain classes of trusts; 
that the stockholder has a chance to gain 
in his principal through moderate holdings 
of high grade common stocks; that diversi- 
fication can correct irregularities of income; 
that the modern dividend policy is toward 
steadiness, and that while the bondhold- 
er’s purchasing power depreciates, common 
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BANCO DE MEXICO 


MEXICO CITY 


Bank Building of 
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in which 
Five Mosler DONSTEEL Vault Doors 


were installed 


In Mexico City, ToKyo, Japan, Havana, Cuba, as in 
New York, Boston, Philadelphia, Pittsburgh, Chicago, 
Kansas City, New Orleans and other leading cities, 
MOSLER DONSTEEL VAULT DOORS have been 
installed because repeated tests have proved that 
DONSTEEL offers the utmost protection against all 
Known forms of modern burglarious attack. 


Mosler has meant Safes and Safety for more than 75 Years 


Donsteel is Sold Exclusively by 


The Mosler Safe Co. 
The Largest and most Complete Safe Works in the World 


375 BROADWAY, NEW YORK CITY 


ATLANTA 


BOSTON CHARLOTTE CHICAGO 


NEW ORLEANS PITTSBURGH PORTLAND 


TOYKO, JAPAN LONDON, 


=\\, FACTORIES - HAMILTON, OHIO 


ENGLAD 


DALLAS KANSAS CITY LOS ANGELES 


SAN FRANCISCO SEATTLE ST. LOUIS 
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stocks and the dividends thereon adjust 
themselves far more rapidly. This, however, 
is a question of policy by itself. 

The trust investment unit, bringing its 
intimate knowledge of the individual trust 
and its wide general experience to bear upon 
the fundamental technical data of the secur- 
ities analysis department, “sets up a program 
for each trust and then summarizes its con- 
clusions into formal, complete minutes. 

All this material now passes to a trust 
committee, composed of seven members of 


the bank’s directorate chosen for special 
fitness in investment matters. Completely 
supplied with information this trust com- 


duties 
This 
committee is in effect a court of review, 
which seeks to rule out all previous personal 
bias or self-interest, and to apply the broad- 
est business judgment and integrity to the 


mittee obviously can perform its 
intelligently, accurately and quickly. 


case in hand. It should approve all securi- 
ties to be bought or sold, and all investment 
programs. I know of some banks where it 
sits in on preliminary discussions also, but 
that to my mind is a mistake, involving pos- 
sible loss of perspective. 

The conclusions of this trust committee 
are then written into formal minutes and 
the entire case goes to the board of directors 
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Collections 


Paut M. Warsurc 
Chairman 


International 
Banking Transactions 


Investment Securities 
Bullion and Currency 


52 Cedar Street, New York 


Commercial Letters of Credit 
Foreign Exchange 


F. Assot GooDHUE 
President 


of the bank for the final and legal approval 
of the institution. 

Having passed the acid test of the securi- 
ties analysis department, the trust invest- 
ment unit, the trust committee, and the board 
of directors, the work of continuous analysis 
begins. A work sheet is now made out 
showing how the new trust is to be invested 
and diversified. The trust as thus set up is 
referred back to the securities analysis de- 
partment to be carded and catalogued for 
continuous attention. 

The work sheet not only shows the present 
securities in the trust, but the eventual 
diversification. The trust officer primarily 
charged with the administration of this 
specific trust retains this work sheet and 


sees to it that the changes of investment 
are carried out in accordance with the plan 
adopted. 


Periodic Review 


ACH trust is periodically reviewed in 

the same manner and by the same bodies 
that passed on it originally. This is of the 
utmost importance. To neglect this feature 
would be like expending great care to insure 
the selection of the best possible automobile, 
and having purchased it, never to replace the 
oil in the crankcase. When you are running 
a trust you are running a delicate machine 
that is not “foolproof,” and requires lubrica- 
tion and constant care. 
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It is obviously impracticable to examine 
each trust daily, but the periodic review js 
supplemented by a process of continuoys 
analysis, not of the separate trusts but of 
the securities held in trust funds. The fre- 
quency of this analysis varies of course with 
the nature of the investment. In the case 
of some common stock the analysis is a 
daily affair. All this is done by the securi- 
ties analysis department, and its reports are 
available to and constantly examined by 
every trust officer. 

Last but not least—in fact this record js 
so important that the Guardian Trust Com- 
pany calls it its “Bible’—is a book indexed 
two ways, one as to securities, the other as 
to trusts. On the page headed “American 
Ship Building Company,” for example, is a 
note as to every official step that any com- 
mittee or officer has taken with reference to 
the securities of that corporation. On the 
page referring to the trust of Mary Jones 
are similar notes recording every action by 
any committee or officer pertaining to her 
trust. 

Thus we have before us a complete his- 
tory of the security or of the trust in ques- 
tion. Outsiders are prone to smile at the 
many “conferences” and “meetings” which 
consume so much of a trust officer’s time, 
but they would smile less sarcastically if 
they knew how many of these meetings are 
opened, if not with prayer, at least with a 
reading of the “Trust Bible.” 


The Invaluable Record 


io protecting the customer and his estate 
we automatically gain for ourselves the 
greatest measure of protection. So, for our 
protection and the customer’s too a complete 
written record is kept at every stage—by 
the securities analysis department, the trust 
officers, the trust investment unit, the trust 
committee and the board of directors—and 
the history of each security and of each 
estate is an open book to every person who 
properly should read it. A trust department 
cannot run on oral traditions, word of 
mouth and individual memories. Its records 
must be legible, intelligible, permanent, and 
available for constant and instant use. 

One more thing is required, and it is the 
greatest. Policy, system, procedure, these 
are all merely facilities for the better exer- 
cise of experience and judgment. Upon the 
quality of leadership and ability within the 
trust department hinges the success or fail- 
ure of the whole trust investment program. 

With the gigantic development of wealth 
and of trust business in this country, where 
are these specialists in securities analysis— 
these trust department leaders—to be found, 
and how are their qualifications to be 
decided ? 

The only answer is that we must find 
them. It is for our universities to develop 
courses that will meet this great new demand 
for: technical training. It is for our trust 
departments to understudy their present 
officers and multiply this ability. It is for 
the Trust Division of the American Bankers 
Association to cooperate in these directions 
and to set up such practical tests as will 
safeguard the trust function from incapable 
and inexperienced workers, while giving the 
amplest encouragement to those who qualify. 
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The Woolen Industry 
(Continued from page 855) 


With woolen trade conditions none too 
good, clothing makers are strongly resist- 
ing auy advance in quotations on finished 
goods. To this end there is a tendency to 
play one competing manufacturer against 
the other. 

Such a movement, of course, passes down 
another step to the raw wool market, where 
an effort is being made to stem the advance 
in prices. Supplies of raw wool in this 
country are considerably below average; in 
fact, certain grades are very difficult to 
obtain. Statistically, the situation is so 
strong that raw wool prices here should 
be well maintained, and the same holds true 
of foreign markets. 

Sheep raising has been registering a world- 
wide increase ever since the 1921 liquida- 
tion, and the upward trend in wool prices 
during the last few months is the result 
of the decline in Australian and South 
American output due to drought. 

Shearing of the new crop has just been 
started in Nevada and will rapidly spread 
throughout the range sections of the West. 
By June and July the trading in new fleeces 
in Summer Street, Boston, the American 
wool center, will be at its height. Mean- 
while a waiting attitude is being maintained 
by both buyers and sellers. About 60 per 
cent of the wool consumed in the United 
States is home grown and 40 per cent im- 
ported. 

Bankers are called upon to take an active 
part in the financing of this raw wool move- 
ment, either through straight loans, secured 
loans, commercial paper or letters of credit. 
Houses dealing in raw wool always have 
been favorably regarded by bankers, and the 
commodity is one of the most liquid assets 
that can be taken as security for advances, 
next to listed stocks and bonds. Due to 
the seasonal nature of the business, the 
dealer requires large accommodation during 
the summer and fall, while a comparison of 
the financial statements of Dec. 31 and 
March 31 usually discloses a marked liqui- 
dation. 

Finished goods for the spring trade moved 
fairly well, although reports indicate that 
duplicate orders were somewhat disappoint- 
ing except where prices were made espe- 
cially attractive. 

Style confusion still persists. Discussing 
this subject recently, the American Wool 
and Cotton Reporter said, in part: 


“The market has not come to the point where 
the style trend is clearly defined, and on this 
account mill factors have been making more than 
a usual study of possible developments. Those 
who deal with the largest clothing makers are 
not made any more secure in their verdict of ‘the 
future than smaller factors because of the large 
number of sample pieces which have been pre- 
pared and sent out to the retail trade. The same 
applies in the women’s fabric trade since fall 
models are being prepared in a most hesitant 
manner and are subject to sudden change when 
the Paris couturiers make departures in their 
present plans. 

“The buyer of piece goods has become some- 
what more dependent upon the mill man or 
sales agent since the former found that he 
was inclined to interpret the style trend wrongly 
on the basis of what his technically uninformed 
retail accounts had to offer in the way of sug- 
gestions. It was stated last week that the stylers’ 
Problem has grown increasingly difficult. The habit 
of retailers choosing from among everything offered 
and coming to more settled convictions when it 
is too late to help most mills is scored in favor 
of better style dictation, especially in the men’s 
Section.” 


Safeguarding Collateral 
That Will Not Fit 


Your Vaults 


A manufacturers inventory is frequently the 
best kind of collateral but the bank sees no 
positive way of keeping such security intact or in 
proportion to the unpaid balance of the loan. 


It is this situation for which the Lawrence 
System of field warehousing was specifically 
designed. 


By the creation of a branch public warehouse 
right in the plant of any manufacturer we can 
take custody of any part of his inventory and 
issue you bona fide public warehouse receipts to 
protect you from loss or third party claims. 


Send for a copy of “Lawrence System 
Field Warehousing for Bankers” 


JAWRENCE WAREHOUSE (OMPANY 


A. T. GIBSON. PRESIDENT 
37 Drumm Street, San Francisco 


Chicago . . . 29 South La Salle Street Portland 403 Hoyt Street 
Philadelphia . Public Ledger Building Seattle. . . . Dexter-Horton Building 
Los Angeles . . W. P. Story Building Oakland .... . . Gibson Terminal 


Bankers and Bank Attorneys 
PREFER TO USE 


BANKERS’ LAW REGISTER 


A selected list of attorneys compiled by Bankers for Bankers 
A copy of the Current Edition and complete information 


will be sent any bank free on request. 


THOMAS ASHWELL & COMPANY, INC., Publishers 
20 VESEY STREET NEW YORK CITY 


— 


AMERICAN BANKERS ASSOCIATION JOURNAL 


ORE than 2,500 banks of the United 
States purchase these notes for prime, 


short-term investment. 


Checkings available in any financtal center 


and complete credit data on request. 


Industrial 
Acceptance 
Corporation 


Collateral Trust 
Gold Notes 


(THE NATIONAL CITY BANK OF NEW YORK, TrusTEs’ 


Executive Offices 
GRAYBAR BUILDING, NEW YORK 


{Lexington Avenue at 43rd Street] 


Commerciat Paper Offices 


NEW YORK * 


SAN FRANCISCO 


Here is a problem to which the Wool 
Institute, organized last February, might 
well devote some careful study. This wool 
association corresponds with the Cotton Tex- 
tile Asscciation and similar trade bodies in 
numerous other industries. The usual com- 
pilation of statistics covering production, 
shipments and stocks of merchandise, and 
the distribution of such information to its 
members, is all very valuable, but will not 
alone bring success. If styles could be 
originated or even forecast by American 
mill designers and then established definite- 
ly as a basis for the next season’s manu- 
facturing, the industry would be stabilized 
all along the line. Perhaps this leadership 
will be forthcoming from the Wool Insti- 
tute. 

Earnings of the representative woolen 
“mills for the first half of the current year 
are likely to make a rather disappointing 
showing from the stockholders’ viewpoint, 


CHICAGO ST.LOUIS 7 


MINNEAPOLIS 
* DALLAS 


reflecting a comparatively restricted volume 
of business and a level of cloth prices which 
is too low in comparison with prevailing 
raw wool costs. 

Forecasts for the second semester are more 
uncertain, but to date there has been no 
change in the outlook for sustained raw 
wool costs without any advance in goods 
prices—in fact, some of the new fall sam- 
ples have actually been priced lower on cer- 
tain lines. 

Competition of imported woolens and 
worsteds is talked of considerably, but 
amounts to only about $20,000,000 annually, 
which is relatively negligible in relation with 
domestic production, and the tariff (Act of 
1922) averages slightly over 70 per cent 
ad valorem. 


The purchasing power of the farmer’s 


dollar is increasing. 
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| The Fellow In Between 
(Continued from page 857) 


The second idea on which Brown sold 
Jones was the use of the savings account as 
a reservoir in which to accumulate advance 
funds for certain definite purchases, all the 
while insisting upon a certain percentage to 
be reserved for permanent savings. Jones 
thus learned the use of a savings account, 
from a_ purely business standpoint, as a 
means of getting an automobile, a radio, ete, 

Another six months, and Jones got an 
increase in pay. Brown persuaded him to 
add half of it to his permanent savings ac- 
count. Another six months, and the amount 
which Jones had accumulated in the bank 
had amounted to nearly $2,000. 

At this point Brown advised the purchase 
of a $1,000 bond from the bank’s bond 
department. Still the steady additions to 
permanent savings continued, followed some 
what later by the purchase of another bond 

The next step was the purchase of a home 
Jones’s savings, plus what he borrowed at 
the collateral loan window on his bonds, 
served as sufficient down payment. The 
bank took the first mortgage on the house, 
and Brown persuaded the seller to take a 
second. Brown persuaded Jones to include 
in his regular pay day savings deposits 
enough to cover payments of principal and 
interest on the mortgage as they came due 


The Harvest Begins 


HE period of the next four years was 

marked by a continuation of the same 
process—regular saving, the paying off of 
the second mortgage, the paying off of a 
certain amount of the first mortgage, and 
the purchase of more bonds. 

Then came the long-expected opportunity 
for Jones to become a member of the firm. 
One of the reasons why the president of the 
company offered the opportunity to Jones, 
it developed, was because of the fact that 
Jones owned his own home, had _ saved 
money, and in so doing had exhibited a 
sound financial policy. In order to bec« me 
a member of the firm it was necessary fo1 
Jones to buy some of the company’s stock 
Brown advised him to sell his bonds, and 
use also the balance of his savings. 

Within two more years Jones was making 


$10,000 a year, and had a voice in the finan- 
cial policy of the company. In short, Jones 
had by this time reached just that point at 
which, according to the average bank’s cur- 
rent method of operation, he would become 
a prospect for its more specialized depart- 
ment. Ordinarily it would let Jones sink or 
or swim during all this in between period. 
Only when he had landed on top—as he now 
had—would it pay much attention to him. 

But visualize the manner in which Brown 
and Brown's bank now reap the benefit of 
the time during which Brown had guided 
Jones on a safe financial course. In the 
first place, Jones was now thoroughly con- 
vinced of the soundness of Brown’s advice, 
and came to Brown on matters of compan) 
financial policy. In the second place Jones 
felt a definite personal debt to Brown. 

The result was that Jones not only con 
tinued to buy bonds from Brown’s bank, 
and keep his savings and checking accounts 
and safe deposit box there, but he fell in 
immediately with Brown’s suggestion of an 
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He swung his company’s 


insurance trust. 
i 
commercial account over to Brown’s bank, 


and his company became a steady borrower. 
He persuaded other executives in the com- 
pany to trustee estates, buy bonds, and carry 


accounts at Brown’s bank. In short, the 
seeds which Brown sowed, with practically 
no expense to the bank, brought an abun- 
dant harvest. 

Now the hypothetical Jones is not an 
unusual case at all. There are Jones on the 
books of every bank now, represented merely 
as casual customers of the savings or com- 
mercial department. The help which the 
bank may be able to give them may be just 
that added factor which will enable them to 
break through the “in between” stratum and 
come out on top. 


The Shifting Sources of 


Minerals 
(Continued from page 862) 


cient methods in the extraction and treat- 
ment of immense deposits of ore, some of 
which, particularly in the United States, are 
high-grade. Canada imports, mainly from 
Newfoundland and the United States, all 
the iron it turns into steel, and also pur- 
chases abroad considerable quantities of the 
finished product. She has, however, large 
resources of iron, but their development has 
been checked by the ease with which sup- 
plies may be obtained elsewhere, the lack of 
coal deposits in the major industrial districts 
and the presence of impurities in many of 
the iron formations. The time is approach 
ing, however, when Canada will undertake 
iron mining, for research in the beneficia 
tion of iron now in progress will bring about 
lower production costs. 

The world’s coal resources have been es- 
timated at over seven trillion tons, by far 
the greater part being in North America, 
though there are more than one trillion tons 
in Asia and sufficient in Europe to last for 
centuries. It is probably unnecessary to 
point out that the United States and Great 
Britain are far in the lead among the coal 
mining countries, or that the American de 
posits of bituminous coal are almost inex- 
haustible. The largest Canadian market, 
Ontario and Quebec, is supplied chiefly by 
the operators in Pennsylvania and Ohio be- 
cause Canada’s resources, about one-sixth of 
those of the world, are almost entirely in 
the distant Provinces of Nova Scotia, Sas- 
katchewan, Alberta and British Columbia. 
The Canadian coal industry is, however, one 
of importance. Practically all of the mines 
in Nova Scotia and British Columbia are 
on, or Close to, tide water, and they are the 
most important on the coasts of North 
America. The Alberta and Saskatchewan 
operators have a fairly large market on the 
prairies, and this year will invade the On- 
tario and Quebec markets under a govern- 
ment subsidy in the form of lower freight 
rates, 


The Use of Base Metals 


HE increase in the consumption of the 
base metals owing to the great expansion 
of certain industries, notably the automobile, 
electrical and radio, and to improved meth 


Marks of 
Understanding 


Progress in business, as in any other 
activity, is the natural expression of Un- 


derstanding. 


Better business is the result of knowing 
human and material conditions—it’s the 
mark of facts and figures. Larger profit is 


the mark of foresight and control. 


Loss 


and waste mark avoidable incidents—or 


accidents. 


While the sincere desire of 


American business to serve efficiently and 
well is the most enlightening mark of all— 
the mark of human understanding. 


‘‘Understanding”’ Business is the mark 
of Modern Accountancy. Exact, well de- 
fined and clearly defining, its application 
is the check mark of modern progress. 


ERNST & ERNST 


ACCOUNTANTS AND AUDITORS 
SYSTEM SERVICE 


PITTSBURGH 
WHEELING 
ERIE 
ATLANTA 


NEW YORK 
PHILADELPHIA 
BOSTON 
PROVIDENCE 
BALTIMORE MIAMI 
RICHMCNO TAMPA 
WINSTON-SALEM CINCINNATI 
WASHINGTON DAYTON 
BUFFALO LOUISVILLE 
ROCHESTER HUNTINGTON 


ods in mining, smelting and refining, is one 
of the most outstanding events in recent 
economic history. The United States is the 
most important factor in base metal mining, 
for her production and consumption are 
about half those of the world. She has 
copper reserves estimated at 1,500,000,000 
tons and there are very large lead-zince ore 
bodies, some of exceptional richness, in Ok- 
lahoma, Kansas, Missouri, Idaho, Utah and 
Colorado. South America ranks next in 
importance in copper production as she has 
immense resources, principally in Chile, 
which possesses the, largest known deposit 
in the world, 700,000,000 tons. Mexico has 
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large copper, lead and zinc fields and these 
have been worked more extensively in the 
recent period of comparatively stable politi- 
cal conditions. Enormous copper and lead- 
zinc ore bodies have been under development 
in the Belgian Congo and Rhodesia and 
these countries are rapidly forging to the 
forefront of producers of base metals. 
Copper and lead mining have long been ma- 
jor industries in Spain, but they are now 
less important than they were formerly, 
though there are still large reserves of cop- 
per ore. Germany, Poland, Australia and 
Burma produce large quantities of lead and 
zinc, but the prospects of an increase are 
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a serious handicap. 
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Traffic Congestion 
Becomes a Business Asset 


To the downtown banks of a large city, the 
increasing trafic congestion may prove to be 


But First National Bank has taken advantage 
of this condition in Detroit. Included in our 
second building unit is an 800-car garage, 
where customers may park their cars while 
transacting business in the bank. 


This new development in banking service 
is characteristic of First National Bank’s 
policy of progressiveness—a policy that has 
been consistently maintained for 65 years. 


FIRST 
NATIONAL BANK 


IN DETROIT 


FIRST NATIONAL COMPANY 
OF DETROIT, INC. 


not favorable and probably a decline will be 
seen in the two first-mentioned countries. 

The base metals are found in many parts 
of Canada and some of the discoveries have 
been among the most important ever made. 
The relative industries have been centered 
largely in British Columbia where the three 
largest copper mines in the British Empire 
and one of the most renowned lead-zinc 
properties, the Sullivan, are situated, but 
during the past year or two very rich cop- 
per-gold ore has been found in fairly large 
quantities in the Rouyn district of Quebec, 
and development has been undertaken of 
several great copper-lead-zinc and lead-zinc 
ore bodies in Ontario and Manitoba. 


Canada’s Nickel Supply 


ICKEL, a metal that in recent years 

has been used extensively for indus- 
trial purposes, is derived chiefly from two 
great Canadian mines situated near Sud- 
bury, Ont. There, in a basin several hun- 
dred square miles in extent, are developed 
ore bodies sufficient to supply the world with 
nickel for a century or more. No other 
known reserves equal those of the Sudbury 
region, either in size or content, though in 
New Caledonia, a French island possession 
lying off the coast of Australia, the metal 
is mined from fairly rich, but irregularly 
formed, deposits. The iron ores of Cuba 
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contain some nickel and deposits have been 
located in Africa, but development in these 
countries is not probable as long as Canada 
can continue to meet at low cost about 90 
per cent of the world’s requirements. 

Asbestos has been found in several parts 
of the world, but mainly in Africa, Russia 
and Canada. The asbestos-bearing belts in 
Africa are extensive and some of the fiber 
produced is of excellent quality, but most 
of it is suitable only for packing and insu- 
lating purposes. The Russian product is 
coarse and low grade and has not been mar 
keted in the last decade in large volume. 
for one reason, because of the breakdown 
in the economic and financial structures. It 
is probable that production will be increased 
in both Africa and Russia, but not to the 
extent that the position of Canada, the 
source of about 85 per cent of the world’s 
supply, will be endangered. The Canadian 
mines, which are about half way between 
the cities of Montreal and Quebec, contain 
large reserves of the best grades, one of 
which, chrysolite, is famous for its great 
tensile strength, flexibility and acid and fire- 
resisting qualities. 

Regarding the development of Canada’s 
mineral resources, it should be mentioned 
that only the edge of her immense field has 
been touched and that there is still to be 
carefully prospected at least 75 per cent of 
the entire area. The complementary forces 
that count almost as much with the mining 
fraternity as the ownership of rich ore 
bodies are present in a measure unequaled 
elsewhere except in the United States, for 
Canada has the two greatest transcontinental 
railways in the world, some of the finest 
ocean ports known, coal and water power in 
abundance, equitable laws for the safeguard- 
ing of capital and a steady, hardworking 
population. Mining under such conditions is 
less hazardous than in other countries where 
there is mineral wealth awaiting exploita- 
tion on a large scale, and it seems safe to 
venture the opinion that there ts now under 
way in Canada a great scheme of mineral 
development such as has periodically marked 
the history of industry. Unfortunately it 
seems that great and real progress in mining 
must always be accompanied by a wave of 
unbridled speculation. Government officials 
in all the Canadian provinces are anxious 
that the public be protected as far as possi- 
ble in its investments and speculations in 
stocks. They have simple but effective 
measures at their command which have 
placed in the penitentiary some “high-pres- 
sure” salesmen whose efforts were directed 
solely toward “mining the public.” But, 
legislation will never remove the fascinating 
quest for easy money, and perhaps as good 
advice as any is that which was offered to 
speculators by a wise man nearly 400 years 
ago: 

“So then, in the buying of shares, as in 
other matters, there should be a certain 
limit of expenditure which miners should 
set themselves, lest blinded by the desire for 
excessive wealth, they throw all their money 
away. 

“Moreover, a prudent owner, before he 
buys shares, ought carefully to examine the 
nature of the vein, for it is very important 
that he should be on his guard lest fraudu- 
lent sellers of the shares deceive him.” 
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AMERICAN 


Convention Calendar 


STATE 
ASSOCIATIONS 


Oklahoma 
Maryland 
Old Point Comfort, Va. 
Mississippi- Tennessee 
Joint Convention 
Memphis, Tenn. 


PLACE 
Tulsa 


DATE 


May 15-16 
May 16-17 


May 16-17 


Pennsylvania 
Atlantic City, N. J. 
New Jersey Atlantic City 
Alabama Mobile 
Missouri 
Ohio 
Kansas 


May 16-18 


May 17-19 
May 17-19 
May 22-23 
May 22-24 
May 23-25 
May 24-26 Georgia 
May 25-26 New Mexico 
June 6-9 California Pasadena 
June 7-8 South Dakota Sioux Falls 
June 7-9 Virginia Old Point Comfort 
June 11-12 Oregon Gearhart 
June 14-15 West Virginia 

White Sulphur Springs 
Washington Longview 
Connecticut Manchester, Vt. 
Massachusetts 


Cincinnati 
Lawrence 
Savannah 

Tucumcari 


14-16 
15-16 
15-16 


June 
June 
June 
Manchester, Vt. 
Cedar Rapids 
Pequot 


Iowa 
Minnesota 
Michigan S. S. Noronic, 
Mackinac, Parry Sound & 
Owen Sound 
Idaho 
South Carolina 
Illinois 
Colorado 
Troutdale in the Pines 
Ogden 
Belgrade Lake 
Upper Saranac 
Wisconsin Milwaukee 
North Dakota Dickinson 
Wyoming Yellowstone Park 
Montana Yellowstone Park 
Kentucky Louisville 
Indiana Gary 
Arizona Globe 


18-20 
18-20 
18-22 


June 
June 
June 


Boise 
Myrtle Beach 
Rock Island 


19-20 
19-21 
20-22 
22-23 


June 
June 
June 
June 


Utah 
Maine 
New York 


June 22-23 
June 23 
June 25-27 
June 26-27 
July 10-11 
Sept. 3-4 
Sept. 3-4 
Sept. 12-13 
Sept. 19-21 
Oct. 26-28 


OTHER 
ASSOCIATIONS 
Nat. Safe Deposit 
Convention New York City 
Assn. Nat. Credit Men 


DATE PLACE 


May 18-19 


June 11-16 


Seattle, Wash. 7 


June 13-15 Nat. Assn. of Mutual Savings 
Banks, Swampscott, Mass. 
New England Bankers 
Manchester, Vt. 
June 18- American Institute of Bank- 
ing, Philadelphia, Pa. 
American Bankers Assn. 
Philadelphia, Pa. 


June 15-16 


Apply Chain Store Methods 


“Many of the means of profit making em- 
ployed by the chain-store organizations 
could be applied with the same results to 
the individually owned outlet,” says the 
monthly letter of the Central Trust Co. of 
Illinois. “The profits of the chain stores are 
not all traceable: to the buying power, the 
major part of the profit being due to good 
management, alert salesmanship and _ the 
keeping of a clean and up-to-date stock of 
merchandise.” 


BANKERS ASSOCIATION JOURNAL 


When your 


seek investment advice 


It is well to back up your. good 


advice to depositors with a helpful 


bond investment service. By relying 


on National City bond lists you can 


always offer your depositors a wide 


choice of desirable issues without 


carrying a heavy bond portfolio of 


your own. Our special Bankers’ 


List will keep you informed on rec- 


ommended new issues. It may be 


had for the asking. 


The National City Company 


National City Bank Building, New York 


Offices in more than 50 leading cities throughout the world 


BONDS SHORT TERM 


NOTES 


ACCEPTANCES 


Ready to Award Scholarships 


(Continued from page 849) 


phia, two; Dickinson College, Carlisle, one; 
Lafayette College, Easton, one; Gettysburg 
College, Gettysburg, one; Franklin and 
Marshall College, Lancaster, one; Alleghany 
College, Meadville, one; University of Pitts- 
burgh, Pittsburgh, two; Lehigh University, 
South Bethlehem, one; Swarthmore College, 
Swarthmore, one; Pennsylvania State Col- 
lege, two, one in agricultural economics. 

Rhode Island—Quota $1,200; one scholar- 
ship placed at Brown University, Providence. 

South Carolina—Quota $2,500; will re- 
ceive two scholarships when it meets its 
quota. 

South Dakota—Quota $1,300; one schol- 
arship in the University of South Dakota, 
Vermillion. 


Tennessee—Quota $3,750; three scholar- 


ships—one in the University of Tennessee, 
Knoxville; one in the University of Chat- 


tanooga, and one in Vanderbilt University 


at Nashville. 
Texas—Quota $10,500; 
when it meets its quota. 
Utah—Quota $975; receives one at the 
University of Utah, Salt Lake City. 
Vermont—Quota $650; one at the Uni- 
versity of Vermont, Burlington. 
Virginia—Quota $4,600; overpaid; re- 
ceives three—University of Virginia, Char- 
lottesville; Washington and Lee - University, 
Lexington, and University of Richmond, 
Richmond, and there is to be some alternat- 
ing between Washington and Lee University, 
University of Richmond, and William and 
Mary College. 


will receive six 
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AMERICAN DEPARTMENT : POULTRY, LONDON, E.C. 2 


MIDLAND BANK 


LIMITED 
HEAD OFFICE: 5 THREADNEEDLE STREET, LONDON, E.C. 2 


A Complete Banking Service 


The Midland Bank offers exceptional facilities for the transaction of 
banking business of every description. 
operates over 2400 branches in Great Britain and Northern Ireland, 
and has agents and correspondents in all parts of the world) The 
Bank has offices in the Atlantic Liners Aguitania, Berengaria and 
Mauretania, and a foreign branch office at 196 Piccadilly. London, 
specially equipped for the use and convenience of visitors in London 


Together with its affiliations it 


Enter Europe 
through Glasgow, 
tour Scotland, and 
travel South by 
the “Royal Scot,” 
the train that holds 
the World’s record. 


LMS 


Illustrated pamphlets from 
John Fairman (Dept. A42), 
200 Fifth Avenue, New York. 
Or from any LMS Agent, 
Thomas Cook & Son, or the 
American Express. 


LONDON MIDLAND & SCOTTISH RAILWAY 
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Head Office: 
LONDON, E.C. 3. 


Over 1,750 Offices in England & 
Wales, and several in India 
and Burma. 


(3let December, 1927.) ($5=£1,) 


DEPOSITS, &c. $1.'793,812,720 
ADVANCES, &c. $938,991,125 


The Bank has Agents and 

Correspondents throughout the 

British Empire and in all 

parts of the World, and is 

associated with the following 
Banks :— 


The National Bank of Scotland Ltd. 
Bank of London & South America Ltd. 
Lloyds & National Provincial Foreign Bank Ltd 
The Natioral Bank of New Zealand, Ltd. 
Bank of British West Africa Ltd. 

The British Italian Banking Corporation, Ltd. 


Washington—Quota $3,000; overpaid; 
two scholarships, one in the University of 
Washington in Seattle, the other in the 
Washington State College, Pullman. 
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West Virginia—Quota $3,750; three schol- 
arships in the West Virginia University at 
Morgantown. 

Wisconsin—Quota $4,875; three scholar- 
ships, two in the University of Wisconsin 
at Madison, one to be in agricultural eco- 
nomics, and the other will be alternated be- 
tween Lawrence College at Appleton and 
Beloit College at Beloit. 


98 Scholarships This Year 


667M HAT means,” continued Mr. Pueli- 

cher, “that there will be awarded this 
year, 98 scholarships. If the remaining un- 
paid $50,000 were raised and paid in, that 
number might be’ increased to 167 scholar- 
ships. Just think of the good that would 
result from this kind of work. 

“Now may I just briefly review the edu- 
cational efforts of the American Bankers 
Association. We started some years ago in 
what was regarded by many a visionary at- 
tempt of educating the man in_ business, 
which resulted in organization of the Amer- 
ican Institute of Banking, which now has a 
proud membership of some 62,000 bank men 
and women, of which number some 38,000 
are attending classes. The banking business 
could not be what it is today but for the 
American Institute of Banking. We are 
beginning to realize that we in the banking 
business have not been doing the research 
work, have not been doing the educating 
which this business requires. There would 
never have been any public education effort 
if it had not been for the Institute, and if 
it had not been for the Institute and public 
education work, there never would have 
been a Foundation, and the Foundation is 
just beginning to function. I cannot pro- 
phesy what the next steps are going to be. 
I should not have prophesied work in public 
education in 1902 when we started the In- 
stitute. I had no dream that we would ever 
raise $500,000 toward a foundation when it 
was first planned by the Fiftieth Anniver- 
sary Committee. Today I fook’ hopefully 
toward the time when that foundation will 
be upwards of a million dollars, because of 
the good that it is going to do, because of 
the belief in the banker and his business 
that that sort of thing is going to bring 
about. 

“After we got into the apportioning ot 
the scholarships we began to see other things 
possible. 

“I am hoping a little later, after these 
scholarships have shown what can be done, 
to go to some of the large foreign banking 
houses of our country and ask them to give 
to the Foundation Trustees esough money 
to send some American bankers to England 
and to France and to Germany so that we 
may, as bankers, become a bit more familiar 
with international banking. We are rapidly 
developing into that class. It requires that 
we begin to get more concrete knowledge of 
what international banking means. 

“I have spoken this hope aloud that it may 
register with those who have the destinies of 
this organization in their hands. I want to 
tell you something about the fellowships 
which were planned at Chattanooga. 

“There have been a great many bank fail- 
ures in the United States, and we all say 
among ourselves, ‘We know the reason why. 
Too many banks; capitalization too small, 
and because of small capitalization, inability 
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to employ banking ability.’ But that is not 
going to be enough. The people of the Uni- 
ted States are not going to be satisfied to let 
us simply say, ‘these are the reasons,’ and 
let the bank failures go on. I am con- 
yinced in my own heart that the banker 
must clean house himself or he is going to 
find some political super-cleaner cleaning 
house for him, and God keep us from more 
political interference in the banking busi- 
ness. It takes men who know the business 
to run and regulate the business. 

“With the thought in mind of following 
up the work which Dr. Sprague did for the 
American Bankers Association to a Harvard 
post graduate student last year we concluded 
after much deliberation to go to Dr. Sprague Is 
and tender a fellowship of $2,500, not a loan 
fellowship but an amount to be given to a 
graduate student with some experience in 
the banking field, who would go into those 
states where we have had most of our fail- 
ures, and there endeavor to get at the bottom 
of these failures, liken banks on one side of 
the state line where there have been many 
failures with the banks on the other side of 
the state line where there have been practi- 
cally no failures, see why under certain con- 
ditions there were so many failures, why 
under apparently like conditions there were 
relatively few failures. We hope to take 
these facts back to the laboratory of Dr. 
Sprague, and then see what we can bring 
out of that study for the cessation of bank 
failures. The man recommended by Dr. 
Sprague and his associates was William Mc- 
Kinley Edens. Mr. Edens made an out- 
standing record in the University of Illinois, 
then went into the employ of the Comptrol- 
ler of Currency and spent some time as a 
bank examiner in Iowa and in Nebraska. 
He then went back to the Harvard School 
of Business Administration. There he made 
so exceptional a record, that of all the stu- 
dents who were in the economic and banking 
classes, he was the one selected. At the 
close of this school year he will spend five to 
six months in the states of his selection. 
I take it they will be somewhere in the Mid- 
dle West where we had so many bank fail- 
ures. 

“It is the hope of those who are interested 
in banking education that these fellowships 
may not be confined to research in regard 
to banking failures only, that we may de- 
velop something as the result of research 
which is going to make for better banking 
in the banks which have not failed. Pro- 
vision has been made for two more fellow- 
ships. 

“America has been a land of great 
opportunity, but to me America today is 
at the point that is probably more danger- 
ous than any point that it has been at. We 
have large accumulations of material wealth 
and there is a rapidly growing leisure class. 
There should be developed in America a 
nobility, not a hereditary nobility, but a no- 
bility of service, a nobility that is willing to 
repay America for the many opportunities 
that have come to Americans. The nations 
of the past that reached the place we are oc- 
cupying today made their progress during 


Honsinger Patented Devices 
and Ban-Tex installation in 
Union State Bank, Fordson, 
Michigan. 


your bank Bandit-Proof? 


Hold-ups come when least expected. It pays 
to be prepared. sation and allows the person inside the 
Honsinger Patented Bandit-Resistant Devices, eres without 
used in connection with Ban-Tex, the Bullet- ~~ exposing 
Resistant Wire Cloth, and Bullet-Resistant — 
Glass, provides ample security against bandit 
attacks. 
The cost of installation is negligible compared 
with the protection provided for money, em- 
ployees and customers. Write today for Book- 
let No. 79-C and complete information. 


Buffalo Wire Works Co., Inc. 


(Formerly Scheeler’s Sons. Est. 1869) 
568 Terrace Buffalo, N. Y. 


IL 


Municipal Bonds 


Safety of Principal 


All Maturities 
All Denominations 


Tax Exemption 


For Your Window 


A colorful poster display that 
makes present depositors reg- 
ular depositors and invit- 
‘ingly broadcasts your 
bank message to all 
who pass by. 

ASK US ABOUT THIS 


NATIONAL SERVICE 
BUREAU 


of New York, Inc. 
Melville M. Greig, President 


80 John Street New York 


4V,% to 6.00% 


Write for Offerings 
and Bank Discounts. 


ond Cd. 


Incorporated 1910 
MUNICIPAL BONDS 
39 South La Salle St., Chicago 
New York Detroit Philadelphia St. Louis 


destruction. America differs from the na- 


Rubber Stamp Here for Information 
tions of the past in that it is a democracy, 


the times when it was necessary to overcome 
obstacles. They then developed brain and 
brawn, but went the other way after these 
achievements had been attained. Their mate- 
rial successes as a rule carried them to their 


where every man gets his opportunity, but 
unless those of us who believe in America 
are willing to do for America what America 
has done for us, America will go the way 
of the nations of the past.” 
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SHORT TERM INVESTMENTS FOR BANKS 


Our short. term obligations have 
been_ purchased by more than six 
thousand banks in the, United States. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Office » BROADWAY at 57 TH ST. » New York City 
Capital, Surplus & Undivided 


Profits 


Adopted by more 
than 500 banks 


The “Y and E” 
Commercial 
Bookkeeper’s Desk 


NCREASES the bookkeep- 
er’s ability by one-fourth, 
by keeping all essentials at the 
finger tips. Write for details. 


YAWMAN4»DFRBE MFG.@. 


585 
Jay Street 


Rochester, 
N. Y. 


The Personal Loan 


The National City Bank of New York 
has entered the personal loan field, hereto- 
fore untouched by the larger institutions. 
It announces the establishment of a Personal 
Loan Department to make loans, without 
collateral, to salaried men and women in 
sums ranging from $50 to $1,000. 


$52,156,000 


Underwriters 
of 
Surety Guaranteed 
First Mortgage Bonds 


Issuing bonds under the Colonial 
Plan are old, established First Mort- 
gage Companies operating in the fol- 
lowing cities: 

Chicago, Detroit, Indianapolis, Pitts- 

burgh, Los Angeles, San Francisco, 

Seattle, San Antonio, Fort Worth, 

Louisville, Huntington, Charlotte, 

Greensboro, Winston-Salem, Ashe- 

ville, Tampa, Cleveland, Cincinnati, 

Philadelphia, New York. 


Inquiries from Investment Bankers 
solicited. 


The Colonial Mortgage 


Investment Company 
National Bank Building 


Baltimore, Md. 


Citizens 


What Rate? 


(Continued from page 848) 


ways, one of which might be greatly in- 
creased taxes. 

“Our Mid-Western depositors are becom- 
ing experts in reading and analyzing bank 
statements, and when they see statements 
overloaded with cash, due from banks and 
secondary reserves, as the article says, ‘bulg- 
ing with money,’ to them it is the finest 
kind of argument that the rate of interest 
should be reduced on time deposits. They 
are familiar with the law of supply and 
demand. 

“Our Mid-West investor and depositor 
must be more level-headed than the in- 
vestor from the other sections of the coun- 
try, for they do not, when the interest is 
reduced on their savings, rush to take out 
their money and invest it in questionable 
high rate securities. Instead the depositor 


commends the banker for his stand, and as 
one Iowa customer said of his banker 
‘There is a real banker with the courage 
of his convictions; he knows his business, 
and I am going to give him my banking 
business.’ In place of ‘taking the armor 
plate off the battleships and exposing them 
to the enemy fire,’ to quote the article, he 
is increasing the effectiveness of his armor 
by adding the 1 per cent reduction on his 
deposits to his undivided profits. 


The First Consideration 


6¢ UR savings depositors feel that a 

low rate on a commercial loan and 
other investments held by the bank is a 
sound argument in favor of reducing the 
rate on time deposits, for the safety of their 
principal is their first consideration and not 
the high rate received on their investment. 

“Our depositors recognize the fact that 
bank operating costs have continually risen 
during the last ten years, and during that 
time rates on loans and investments have 
been going lower and lower, and they also 
believe that the banks are being operated 
efficiently and economically. With the ex- 
ception of State, county, city, school, dis- 
trict and similar accounts, our banks are 
not as a rule paying interest on commercial 
accounts, so reducing the interest paid on 
these accounts could not be used as a means 
of reducing the total amount of interest 
paid. 

“In Wisconsin during the last two years 
over 600 banks have reduced their rate of 
interest from 4 to 3 per cent on certificates 
of deposits and savings accounts. This sub- 
ject of interest reduction is also making 
considerable headway in Iowa, Minnesota 
and in the entire Ninth Federal Reserve 
District. A great deal of work has been 
done during the last two years on this in- 
terest rate reduction and progress has been 
made, and we feel that an article such as 
the one written by Mr. Sartori, if allowed 
to go unanswered, would tend to work 
against our interest reduction program this 
coming year.” 


“*Face the Facts’’ 


OHN McHUGH, chairman of the ex- 

ecutive committee of the Chase National 
Bank, New York, speaking to Nebraska 
bankers, had this to say on interest rates: 

“The country banker who is over-invest- 
ing in real estate mortgages or high yield 
securities is usually well aware that he 
would be better off with an investment list 
that could more readily be converted into 
cash. He feels that he is compelled, how- 
ever, to buy primarily with reference to 
yield because he is paying high interest on 
his deposits, very especially his time de- 
posits. He hesitates to offer less interest to 
depositors, fearing that the deposits will 
go to his competitors. He feels himself 
caught between an upper and a nether mill 
stone. If he pay high interest on deposits, 
he cannot buy government securities, accep- 
tances, outside commercial paper and other 
highly liquid, low yield obligations with 
his depositors’ money because they do not 
produce sufficient income to pay expenses 
and reasonable dividends. If he pay low 
interest on deposits he fears he will lose 
business to competitors. 


= 
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“Now, for my part, I do not hesitate to 
declare that the banker who is facing this 
situation had better choose the latter alter- 
native. He had better be content with less 
business and keep his funds in liquid form. 
But I do not believe that the banking 
community is faced with this alternative. 
I believe that the American banking com- 
munity is intelligent enough to face the 
facts, and that a campaign of education 
with respect to the dangers of paying high 
interest on deposits will make it possible 
for banks the country over to avoid un- 
sound competition of this sort. I believe, 
too, that the customers of a bank can read- 
ily understand that nothing is of so much 
importance to them as that their bank 
should stand liquid and strong at all times, 
able at all times not only to meet depos- 
itors’ demands, but also at all times to meet 
the legitimate borrowing needs of custom- 
ers; that, in order to do this, the bank must 
not over-invest in real estate mortgages and 
must limit its security holdings to those 
which can be quickly disposed of for cash 
or which can surely be used as collateral 
for loans from correspondents when cash 
is needed.” 


The Real Handicap of 
Country Banking 


HE difficulties which beset the country 

banker are impressively set forth by 
J. J. Honan, president of the Bank of Edina 
of Edina, Mo., in the following letter: 

“The country banker is really local. His 
patronage is furnished by a very small area, 
probably not more than twenty miles 
square, and possibly he has five or 
six competitors in this territory to bid 
for the business. If crop conditions are 
bad, he is forced to rediscount—that is, if 
he has paper that is eligible—or take some 
other method of borrowing to keep the mat- 


ter from showing in his printed statement. 

“Then again, he is the victim of circum- 
stances due to the war time period and 
bond selling campaigns. At that period he 
was forced to pay 4 per cent on time de- 
posits due to the rate on the Liberty loan 
bonds. He has not been able to get out 
from under the burden since, and the ten- 
dency has been growing all over the corn 
belt to place idle funds in a time certificate 
at 4 per cent for six months. The result 
is few if any banks are making anything 
above expenses. 

“Land values have shrunk until they have 
no real basis of value, when they sell at 
the court house door. In many cases they 
will not pay the indebtedness against them 
which was presumed to be a 50 per cent 
loan when it was placed five or six years 
ago; farmers are not even making a living, 
let alone trying to reduce their indebtedness. 

“To illustrate the changes that have been 
made in our little village of 1500 inhabi- 
tants in a period of fifteen’ years, consider 
the following comparison of the total check- 
ing accounts for all banks (we had four in 
1912 and three now) and the total in time 
certificates for the years 1912 and 1926 was 
as follows: 

1912 
Checking account... $585,850 
Time certificates of 
deposit 


1926 
$536,865 


174,174 644,888 


“This shows that we pay $20,570 more for 
our business than in 1912, and we are in 
just the same position as the farmer; we 
are not making enough to pay losses and 
this accounts for the closing of many coun- 
try banks. ; 

“Fear to do the courageous and right 
thing, reduce the rate on time certificates, 
is the real handicap of country banking to- 
day, and we need a dictator as fearless as 
Mussolini to pull us out.” 


Guaranteed 
Safety Z° 


EVERY Empire Bond 


issue is created upon this 
set of fixed standards: 


— Guaranteed by one or 
more strong surety com- 
panies. 


— Legal for trust funds. 
— Independently trusteed 


by a large bank or trust 
company. 


— Secured by a closed. first 
mortgage on income-earn- 
ing real estate in leading 
American cities. 


— Yield 6%. 


Makethese strict require- 
ments your own invest- 
ment standard. 


Empire 


Official Notice 


{STATEMENT OF THE OWNERSHIP, MANAGEMENT, CIRCULATION, Etc., REQUIRED By THE Act oF CONGRESS 
or AuGust 24, 1912, of AMERICAN BANKERS ASSOCIATION JOURNAL published “monthly at New York, 
N. Y., for April 1, 1928. 
{State of New York, county of New York, ss. Before me, a Notary Public in and for the State and 
county aforesaid, personally appeared James E. Clark, who, having been duly sworn according to law, 
deposes and says that he is the editor of the AMERICAN BANKERS ASSOCIATION JOURNAL and that the 
following is, to the best of his knowledge and belief, a true statement of the ownership, management (and 
if a daily paper the circulation), etc., of the aforesaid publication for the date shown in the above 
caption, required by the Act of August 24, 1912, embodied in section 411, Postal Laws and Regulations, 
printed on the reverse of this form, to wit: 
jl. That the names and addresses of the publisher, editor, managing editor, and business managers are: 
Publisher, F. N. Shepherd, 110 East 42nd Street, New York, N. Y.; editor, James E. Clark, 110 East 
42nd Street, New York, N. Y.; managing editor, none; business manager, James E. Clark, 110 East 
42nd Street, New York, N. Y. 
{2. That the owner is: (If owned by a corporation, its name and address must be stated and also im- 
mediately thereunder the names and addresses of stockholders owning or holding one per cent or more of 
total amount of stock. If not owned by a corporation, the names and addresses of the individual owners 
must be given. If owned by a firm, company, or other unincorporated concern, its name and address, 
as well as those of each individual member, must be given.) The American’ Bankers Association, 110 East 
42nd Street, New York, N. Y. (A voluntary, unincorporated association of banks: Thomas R. Preston, 
Hamilton National Bank, Chattanooga, Tenn., president, and Fred N. Shepherd, 110 East 42nd Street, 
New York, N. Y., executive manager.) 
{3. That the known bondholders, mortgagees, and other security holders owning or holding 1 per cent 
or more of total amount of bonds, mortgages, or other securities are: None. 
4. That the two paragraphs next above, giving the names of the owners, stockholders, and security 
holders, if any, contain not only the list of stockholders and security holders as they appear upon the 
books of the company but also, in cases where the stockholder or security holder appears upon the 
books of the company as trustee or in any other fiduciary relation, the name of the person or corporation 
for whom such trustee is acting, is given; also that the said two paragraphs contain statements embracing 
affiant’s full knowledge and belief as to the circumstances and conditions under which stockholders and 
security holders who do not appear upon the books of the company as trustees, hold stock and securities 
In a capacity other than that of a bona fide owner; and this affiant has no reason to believe that any 
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45. That the average number of copies of each issue of this publication sold or distributed, through the 
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25,499. (This information is required from daily publications only.) 

JAMES E. CLARK, 


Editor. 
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SHORT TERM INVESTMENTS FOR BANKS 


Our short. term obligations have 
been— purchased by more than six 
thousand banks in the, United States. 


GENERAL MOTORS 
ACCEPTANCE CORPORATION 


Executive Office » BROADWAY at 57 TH ST. » New York City 
Capital, Surplus & Undivided 


Profits 


Adopted by more 
than 500 banks 


The “Y and E” 
Commercial 


Bookkeeper’s Desk 


NCREASES the bookkeep- 
er’s ability by one-fourth, 
by keeping all essentials at the 
finger tips. Write for details. 


YAWMAN*DFRBE MFG.@. 


585 Rochester, 
Jay Street N. Y. 


The Personal Loan 
The National City Bank of New York 
has entered the personal loan field, hereto- 
fore untouched by the larger institutions. 
It announces the establishment of a Personal 
Loan Department to make loans, without 
collateral, to salaried men and women in 

sums ranging from $50 to $1,000. 


$52,156,000 


Underwriters 
of 
Surety Guaranteed 
First Mortgage Bonds 


Issuing bonds under the Colonial 
Plan are old, established First Mort- 
gage Companies operating in the fol- 
lowing cities: 

Chicago, Detroit, Indianapolis, Pitts- 

burgh, Los Angeles, San Francisco, 

Seattle, San Antonio, Fort Worth, 

Louisville, Huntington, Charlotte, 

Greensboro, Winston-Salem, Ashe- 

ville, Tampa, Cleveland, Cincinnati, 

Philadelphia, New York. 


Inquiries from Investment Bankers 
solicited. 


The Colonial Mortgage 


Investment Company 
National Bank Building 


Baltimore, Md. 


Citizens 


What Rate? 


(Continued from page 848) 


ways, one of which might be greatly in- 
creased taxes. 

“Our Mid-Western depositors are becom- 
ing experts in reading and analyzing bank 
statements, and when they see statements 
overloaded with cash, due from banks and 
secondary reserves, as the article says, ‘bulg- 
ing with money,’ to them it is the finest 
kind of argument that the rate of interest 
should be reduced on time deposits. They 
are familiar with the law of supply and 
demand. 

“Our Mid-West investor and depositor 
must be more level-headed than the in- 
vestor from the other sections of the coun- 
try, for they do not, when the interest is 
reduced on their savings, rush to take out 
their money and invest it in questionable 
high rate securities. Instead the depositor 
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commends the banker for his stand, and as 
one Iowa customer said of his banker 
‘There is a real banker with the courage 
of his convictions; he knows his business, 
and I am going to give him my banking 
business.’ In place of ‘taking the armor 
plate off the battleships and exposing them 
to the enemy fire,’ to quote the article, he 
is increasing the effectiveness of his armor 
by adding the 1 per cent reduction on his 
deposits to his undivided profits. 


The First Consideration 


66 UR savings depositors feel that a 

low rate on a commercial loan and 
other investments held by the bank is a 
sound argument in favor of reducing the 
rate on time deposits, for the safety of their 
principal is their first consideration and not 
the high rate received on their investment. 

“Our depositors recognize the fact that 
bank operating costs have continually risen 
during the last ten years, and during that 
time rates on loans and investments have 
been going lower and lower, and they also 
believe that the banks are being operated 
efficiently and economically. With the ex- 
ception of State, county, city, school, dis- 
trict and similar accounts, our banks are 
not as a rule paying interest on commercial 
accounts, so reducing the interest paid on 
these accounts could not be used as a means 
of reducing the total amount of interest 
paid. 

“In Wisconsin during the last two years 
over 600 banks have reduced their rate of 
interest from 4 to 3 per cent on certificates 
of deposits and savings accounts. This sub- 
ject of interest reduction is also making 
considerable headway in Iowa, Minnesota 
and in the entire Ninth Federal Reserve 
District. A great deal of work has been 
done during the last two years on this in- 
terest rate reduction and progress has been 
made, and we feel that an article such as 
the one written by Mr. Sartori, if allowed 
to go unanswered, would tend to work 
against our interest reduction program this 
coming year.” 


**Face the Facts’’ 


OHN McHUGH, chairman of the ex- 

ecutive committee of the Chase National 
Bank, New York, speaking to Nebraska 
bankers, had this to say on interest rates: 

“The country banker who is over-invest- 
ing in real estate mortgages or high yield 
securities is usually well aware that he 
would be better off with an investment list 
that could more readily be converted into 
cash. He feels that he is compelled, how- 
ever, to buy primarily with reference to 
yield because he is paying high interest on 
his deposits, very especially his time de- 
posits. He hesitates to offer less interest to 
depositors, fearing that the deposits will 
go to his competitors. He feels himself 
caught between an upper and a nether mill 
stone. If he pay high interest on deposits, 
he cannot buy government securities, accep- 
tances, outside commercial paper and other 
highly liquid, low yield obligations with 
his depositors’ money because they do not 
produce sufficient income to pay expenses 
and reasonable dividends. If he pay low 
interest on deposits he fears he will lose 
business to competitors. 
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“Now, for my part, I do not hesitate to 
declare that the banker who is facing this 
situation had better choose the latter alter- 
native. He had better be content with less 
business and keep his funds in liquid form. 
But I do not believe that the banking 
community is faced with this alternative. 
I believe that the American banking com- 
munity is intelligent enough to face the 
facts, and that a campaign of education 
with respect to the dangers of paying high 
interest on deposits will make it possible 
for banks the country over to avoid un- 
sound competition of this sort. I believe, 
too, that the customers of a bank can read- 
ily understand that nothing is of so much 
importance to them as that their bank 
should stand liquid and strong at all times, 
able at all times not only to meet depos- 
itors’ demands, but also at all times to meet 
the legitimate borrowing needs of custom- 
ers; that, in order to do this, the bank must 
not over-invest in real estate mortgages and 
must limit its security holdings to those 
which can be quickly disposed of for cash 
or which can surely be used as collateral 
for loans from correspondents when cash 
is needed.” 


The Real Handicap of 
Country Banking 


HE difficulties which beset the country 

banker are impressively set forth by 
J. J. Honan, president of the Bank of Edina 
of Edina, Mo., in the following letter: 

“The country banker is really local. His 
patronage is furnished by a very small area, 
probably not more than twenty miles 
square, and possibly he has five or 
six competitors in this territory to bid 
for the business. If crop conditions are 
bad, he is forced to rediscount—that is, if 
he has paper that is eligible—or take some 
other method of borrowing to keep the mat- 


ter from showing in his printed statement. 

“Then again, he is the victim of circum- 
stances due to the war time period and 
bond selling campaigns. At that period he 
was forced to pay 4 per cent on time de- 
posits due to the rate on the Liberty loan 
bonds. He has not been able to get out 
from under the burden since, and the ten- 
dency has been growing all over the corn 
belt to place idle funds in a time certificate 
at 4 per cent for six months. The result 
is few if any banks are making anything 
above expenses. 

“Land values have shrunk until they have 
no real basis of value, when they sell at 
the court house door. In many cases they 
will not pay the indebtedness against them 
which was presumed to be a 50 per cent 
loan when it was placed five or six years 
ago; farmers are not even making a living, 
let alone trying to reduce their indebtedness. 

“To illustrate the changes that have been 
made in our little village of 1500 inhabi- 
tants in a period of fifteen’ years, consider 
the following comparison of the total check- 
ing accounts for all banks (we had four in 
1912 and three now) and the total in time 
certificates for the years 1912 and 1926 was 
as follows: 

1912 
Checking account... $585,850 
Time certificates of 
deposit 


1926 
$536,865 


174,174 644,888 


“This shows that we pay $20,570 more for 
our business than in 1912, and we are in 
just the same position as the farmer; we 
are not making enough to pay losses and 
this accounts for the closing of many coun- 
try banks. ; 

“Fear to do the courageous and right 
thing, reduce the rate on time certificates, 
is the real handicap of country banking to- 
day, and we need a dictator as fearless as 
Mussolini to pull us out.” 


Official Notice 


{STATEMENT OF THE OWNERSHIP, MANAGEMENT, CIRCULATION, Etc., REQUIRED By THE Act oF CONGRESS 

> August 24, 1912, of AMERICAN BANKERS AsSOCIATION JOURNAL published “monthly at New York, 
N. Y., for April 1, 1928. 
{State of New York, county of New York, ss. Before me, a Notary Public in and for the State and 
county aforesaid, personally appeared James E. Clark, who, having been duly sworn according to law, 
deposes and says that he is the editor of the AMERICAN BANKERS ASSOCIATION JOURNAL and that the 
following is, to the best of his knowledge and belief, a true statement of the ownership, management (and 
if a daily paper the circulation), etc., of the aforesaid publication for the date shown in the above 
caption, required by the Act of August 24, 1912, embodied in section 411, Postal Laws and Regulations, 
printed on the reverse of this form, to wit: 
§l. That the names and addresses of the publisher, editor, managing editor, and business managers are: 
Publisher, F. N. Shepherd, 110 East 42nd Street, New York, N. Y.; editor, James E. Clark, 110 East 
42nd Street, New York, N. Y.; managing editor, none; business manager, James E. Clark, 110 East 
42nd Street, New York, N. Y. 
2. That the owner is: (If owned by a corporation, its name and address must be stated and also im- 
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must be given. If owned by a firm, company, or other unincorporated concern, its name and address, 
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books of the company as trustee or in any other fiduciary relation, the name of the person or corporation 
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affiant’s full knowledge and belief as to the circumstances and conditions under which stockholders and 
security holders who do not appear upon the books of the company as trustees, hold stock and securities 
In a capacity other than that of a bona fide owner; and this affant has no reason to believe that any 
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securities than as so stated by him. 
75. That the average number of copies of each issue of this publication sold or distributed, through the 
mails or otherwise, to paid subscribers during the six months preceding the date shown above is 
25,499. (This information is required from daily publications only.) 

JAMES E. CLARK, 


Editor. 
{Sworn to and subscribed before me this 20th day of March, 1928. 
{(My commission expires March 30, 1929.) [SEAL] Lucille P. Gropp, Notary Public. 
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EVERY Empire Bond 


issue is created upon this 
set of fixed standards: 


— Guaranteed by one or 
more strong surety com- 
panies. 


— Legal for trust funds. 


— Independently trusteed 
by a large bank or trust 
company. 


— Secured by a closed. first 
mortgage on income-earn- 
ing real estate in leading 
American cities. 


— Yield 6%. 


Makethese strict require- 
ments your own invest- 
ment standard. 
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WHAT DO YOU THINK? 


<% Being a more or less personal talk between the Epitor and the READER %, 


| Honest or Dishonest 


og | WAS very much interested in your 
March editorial on honesty and I 
am in accord with the general sentiment of 
the article,” writes Truman Butler, presi- 
dent of the Butler Banking Co., Hood 
River, Oregon. 

“I used to think, too, that men are either 
honest or dishonest and that there is no 
middle ground. This idea was expressed 
by an old customer of ours some years 
ago when he said there are some things we 
do not like to speak of in comparative 


terms. We don’t want a fairly good egg, 
a reasonably honest man or a tolerably vir- 
tuous woman. However desirable it might 
be to eliminate partly bad eggs of all kinds, 
is it not true that, in everyday life, we 
find degrees of honesty—or would you say 
that some honest men easily fall from grace? 

“You know, of course, that banks find a 
considerable number of fair weather honest 
customers—those who meet their obligations 
as long as everything goes well but when 
reverses come they do things they would 
not have done under normal conditions. 
This change from strict integrity to an un- 
stable condition is reached by different in- 
dividuals at various degrees of pressure but 
many years of experience has taught me 
that it takes a very strong character to 
stand the strain of yielding up all of his 
resources in order to meet his obligations. 

“What do you say—are men either hon- 
est or dishonest—or have we some reason- 
ably honest men?” 

We repeat, “honest or dishonest” and as 
we write it, a card on the wall catches our 
eye. It bears a picture of Lincoln and these 
words of his: 

“No man ever got lost on a straight road.” 


Give It Publicity 


RE trust companies and banks with 

fiduciary powers making the most of 
their publicity possibilities in connection 
with estates in which they are executors? 

Every time a will in which a bank or trust 
company has been named as executor is 
probated see that the local newspapers 
carry that announcement! It is only a 
line, and may, perhaps, be an obscure 
statement in a bit of routine news—but have 
no fear that it will fail to reach those for 
whom it is intended. 

The constant repetition of the announce- 
ment that a bank or a trust company was 
named as executor or administrator will be 
a powerful help in making universal the 
thought that the logical appointee in such 
cases is an institution and not an individual. 


One Director in Four 


BANK president, competent to form 
A sound judgments, avers that only one 
of every four bank directors is a real di- 
rector. The other three constitute one of the 
big problems confronting every bank presi- 
dent—how to wake up the three figure- 
heads or useless directors, getting them 
really interested in the bank so that they 
may shoulder some of the responsibility and 


- take unto themselves a bit of leadership in 


those things that make for progress and 
growth. 

Many of these passive directors are hope- 
less cases. “It simply isn’t in them.” But 
nevertheless wonders may be accomplished 
in tearing down any mountain of indiffer- 
ence by continuity of attack. j 

What will we do with the other three 


is the burning question of the hour. 


A Community Campaign 


i an advertising campaign to educate 

the public as to the advantages, benefits 
and economies of trust company services 
the basic principles and arguments apply to 
all institutions; therefore a group of trust 
companies and banks may properly unite 
in telling the story and in defraying the 
expenses. 

Washington, D. C., has united in telling 
the story of fiduciary service. Its news- 
paper advertisements appear over the names 
of sixteen members of the District of Colum- 
bia Bankers Association. 

One advertisement—reproduced here in 
miniature has an effective quotation from 
the will of George M. Pullman as follows: 

“My wife is not named herein as execu- 
trix or trustee, because it is my wish to re- 
lieve her of the labors, cares and responsi- 
bilities of the positions of executrix and trus- 
tee. 


WILL YOU BE 
AS CONSIDERATE? 


The will of the tate George M. Pullman of the Pullman Com: 
pany included this clause: 


erecutriz or trustee, it it ey wish te 


relieve her of the labors, cares ant responsi~ 


DiLities of the positions of exedutrix and 
trustee, 


Would you knowingly subject your wile, your miother—or ANY relative or friend—to the 
numerous and onerous duties required in the settlement of an estate? Manifestly it i» incon- 

widerate to make an inexperienced amd individual the executor of your 
<A corporate executor has many advantages, suth finasicial 
ace and 4 trained organisdtion snd—very important, also—perpet 
A conference »ith one of our trust officers entails‘ abligation and may save untold sorrows, 
write ar telepbone one of the updersigned banks aiid a trust officer will gladly make an 
\—at your office or at the bank. as you desire 


wide experi 
yual existence. 


American Secarig atid Trust Company Federal-American Nations! Bask National of Washington 
Franklin Nationa) Bank 
Notional Be 
National Bank 
Bank Merchants Bank & Trust Company Union Trust-Company 
Farmers & Mechanics National Bank = Mumsey Trust Company Washington Loan & Trust Company 


Members of District of Columbia Bankers’ Association 


“Tell the Truth” 


AYS the Arkansas Banker: “On the door 

sill of the building at present occupied 
by the People’s Bank at Mammoth Spring 
there is engraved in the stone the following: 
‘Fulton County Bank, Tell the Truth.’ It 
aroused my curiosity. I was informed that 
this building was erected for occupancy by 
the Fulton County Bank many years ago 
by B. F. Elder, who yet resides at Mam- 
moth Spring, and his pet expression was 
and still is, ‘Tell the Truth.’ ” 

The practice of putting such a slogan on 
the door sill is not likely to be generally 
adopted, for the most complacent of cus- 
tomers might resent the inference that he 
ever had any intention of telling anything 
else; nevertheless all banks occasionally are 
visited by men who might get a jolt on 
being confronted with that admonition at 
the very threshold. 
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A Reference on Banking 
ved | KEEP the files of my JOURNAL regu- 
larly because I consider it one of the 
finest reference works that we have on 
banking,” writes a bank president who is 
also a publisher. 

“The articles that you use from month 
to month are well selected, well written and 
afford a review of the subject that is really 
worth while. 

“I would consider the JouRNAL worth 
many times our membership fee, aside from 
all other benefits that we have as members 
of the American Bankers Association.” 


Beating Prejudice 
Wrat do you do when the man you do 


not like comes to your desk? 

Do you let him feel that you do not like 
him? Do you serve him with poor grace 
or do you meet him with a smile on your 
face and a cold glitter in your eye? 

“When a man comes whom I don’t like,” 
says a successful bank president, “I exert 
myself to the utmost to be nice to him. I 
try to give him the same cordial attention 
that is accorded the best customer, for I 
feel that personal dislikes should not be 
allowed to enter into our dealings with the 
customers and our treatment of them. 
Therefore I am very careful to give the 
man I dislike the best that is in me.” 

That’s good business, and he might truth- 
fully have added, that presenting such an 
attitude to the disliked man often melts 
away the dislike. 

Some wise man said years ago that the 
only real robbers are prejudices—and many 
of our dislikes spring from prejudices. 


> = | 
| » 
i 
| 924 


yr 
d 
t 
t 
y 


